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Experiments in social legislation, dealing as they do with the 
lives and fortunes of human beings, are too costly to be under- 
taken often, or without a serious forecast of the consequences 
that possible failure may bring, not only to the individual but to 
the state; not only to this generation but to the next. “In deal- 
ing with the man,” the Report of the Unemployed Fund wisely 
points out, “the committee is also dealing with posterity.” It 
might therefore be regarded as a part of our social duty to study 
the working-out of such experiments when they are offered to 
us, gratuitously as it were, with the costs to be paid by another 
nation. 

England has been furnishing one such experiment in its 
recent attempts to deal with the so-called “unemployed” and 
attempts to provide for this class are of rather special impor- 
tance because they so often spell relief that they threaten to 
cause more evil than they cure. In the past few years, London 
has brought much money and sympathy, and what is more rare, 
thought and intelligent effort to bear upon this question, and 
she has much to teach us that we could not learn from our own 
extensive experiments of 1893-94. For we were facing a sud- 
den and appalling industrial crisis, and adopted makeshift plans 
in panic-stricken ‘dismay; while in England, settled machinery 
under the control of the Local Government Board has been set 
up by act of Parliament, and we have the opportunity of study- 
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ing an experiment planned for three years instead of a few 
months. It is my purpose in the present paper to review only 
that part of the experiment which has had to do with unem- 
ployed women, and it will be well perhaps to begin with a brief 
discussion of the general problem of unemployment in relation 
to women’s work, particularly women’s work in London, and its 
likeness or unlikeness to the problem of unemployment for men. 

Any depression which creates a general condition of “excep- 
tional distress,” for which in England the Unemployed Work- 
man Act was designed, will affect working women in two ways. 
It first affects them directly, as it does men, through the loss of 
their situations, and women accustomed to regular work and 
likely to be again in regular work when trade shall recover, may 
be legitimately called “unemployed workmen.” They are really 
in the same condition as the men; for although they may not be 
doing the same work, their fortunes are dependent on the same 
industry, and they go up or down together. 

Then, secondly, women are indirectly affected through an 
increase in the supply of workers just at the time when demand 
has fallen off. Women who are supported by their husbands or 
male relatives in “good times” are driven into the labor market 
when “times are hard” and work is most scarce. There is, in 
consequence, an especially keen competition in women’s occupa- 
tions during any kind of a trade depression. 

A further point not to be overlooked is that there is among 
women, as well as among men, a large class composed of those 
who are chronically irregularly employed and who have been 
called the “underemployed,” to distinguish them from the “un- 
employed,” but who in times of distress are vaguely numbered 
with the latter and whose existence confuses the problem and 
complicates every attempt to deal with it. While women are 
happily excluded from that large class of “general laborers” 
who get a day’s work when they can at the docks or some similar 
place, there is nevertheless plenty of casual labor which is exclu- 
sively women’s work and which is quite as demoralizing as the 
present system of dock labor is for men. Such is the work, for 
example, in jam, “sweets,” and rope factories, and more impor- 
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tant still are charing, washing, and unskilled needlework. Even 
in the better grade dressmaking, millinery, and allied trades, 
there is the inevitable seasonal slackness. In some of these 
industries the women in the rougher sort of occupations are 
taken on for casual work in much the same way as are the 
unskilled men at the docks; a large number gather about the 
. door at six o’clock in the morning, and from these the foreman, 
when he appears, selects the most likely. If there is a prospect 
that more hands may be needed later in the morning, another 
crowd will assemble at nine o’clock and a second selection be 
made. This class of “underemployed” women is unquestionably 
large in London, and it is greatly increased in periods of slack 
trade by recruits from the class of occasional workers men- 
tioned above. It is this class, moreover, that many people have 
in mind when they talk about “unemployed women” and what 
ought to be done for them. But there can be no clear thinking 
nor right doing on this subject until chronic “underemployment,” 
the normal unemployment of good times, be distinguished from 
that abnormal unemployment that the better class of working 
women fall into only in periods of bad trade, and which, in the 
language of the act, is due to exceptional causes over which they 
have no control.1. The condition of those women who suffer 
from irregular employment in times of prosperity as well as 
distress is to be explained, not by exceptional causes, but by 
chronic causes—lack of intelligence and energy, lack of training, 
lack of ambition, and a willingness to accept the lot of casual 
labor which public opinion condones because when the girl is 
young the possibility of a release from it all through marriage 
looms large in the background, and when she is old, her incom- 
petency seems too hopeless to remedy. 

When the question of dealing with women as a part of the 
unemployed problem arises, two difficulties are almost sure to be 
met at the outset. One of these is the fact that most of the 
ordinary schemes for employing the unemployed presuppose that 
all of the unemployed are men. Work on streets, parks, roads, 
and other municipal undertakings, as well as such special 
*Unemployed Workman Act, 5 Edw. VII, chap. 18, § 3. 
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schemes as the establishment of farm colonies, becomes the sub- 
ject of plans which are likely first to absorb a committee ap- 
pointed to deal with this subject. In London the work decided 
upon was said to be such as “any ordinary workman could under- 
take,” but neither ordinary nor extraordinary working women 
can be set at the former group of employments, and it is next to 
impossible to share the latter with them. The only alternative 
is that a quite different and special kind of work be invented 
for women, and to get that undertaken, the committee must first 
be persuaded that there are unemployed women who are entitled 
to consideration. This brings us to a second point: the lack of 
public sympathy with the unemployed woman or belief in her, 
because of her relation to the vexed problem of domestic ser- 
vice. The current opinion is that there need never be any unem- 
ployed women if they were not perversely indifferent to the 
charms of domestic service. The man whose wife is distracted 
for want of a housemaid or cook is likely to be very firm in his 
refusal to give time, money, or sympathy to an effort to create 
artificial work for unemployed women. 

Such a position as this, however, assumes the premise that 
domestic service is a standing alternative employment to which 
all women at all times could, if they only would, turn with cer- 
tainty. But this premise, I believe, is by no means so universally 
true as people are inclined to believe. When a young girl first 
goes to work, she probably has the alternative of choosing ser- 
vice away from home or factory work that still leaves her free 
to live with her own family. It surely, however, is her right 
at that time to choose freely which she shall do. Domestic ser- 
vice has no divinely appointed claims, and certainly in our demo- 
cratic republic few enough attractions. 

But if domestic service figures prominently as a universal 
alternative employment for young girls, the case alters after they 
have worked in a factory for a term of years, as it does also for 
deserted wives or for widows with small children. It is pretty 
well acknowledged that the average London factory girl cannot 
be turned into a servant for the few months of a trade depression 
with any such degree of success as to make the experiment 
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worth trying. Even with us where the factory girl is far 
superior in education and ability and may in general be said to 
be a worker of higher grade than in London, it has been almost 
impossible to make the transition satisfactorily from factory 
work to house work.? This will be explained by the prejudiced 
as due to a temperamental unwillingness on the part of the girls 
to adjust themselves, but the more fair-minded observer sees 
that it is not easy for girls suddenly to leave their homes and 
take up a new occupation, when the habits of work that are in a 
high degree mechanical have become fixed and have greatly 
diminished the quality of adaptability which is so essential, if 
domestic service is to be either a tolerable or a successful 
employment. The woman of twenty-five, for example, who has 
acquired considerable manual dexterity in some factory occupa- 
tion, and who can earn good wages in normal times, may be 
in some measure at least justified in her reluctance to serve a new 
apprenticeship and to begin again as an unskilled servant, when 
she has every reason to hope that trade will soon revive and her 
old work be again open to her. While it is true that the demand 
for servants is unique in the labor market for women, in that 
it constantly exceeds the supply—and so greatly exceeds the 
supply that a girl with very inadequate training can almost 
always get some sort of a place—yet the average London factory 
hand has had no training at all. She was born and has always 
lived in a house in which no domestic work has ever been 
properly done. This is of course an unpleasant fact, but facts 
are frequently unpleasant and they must be reckoned with never- 
theless. It is essentially just that every “unemployed committee” 
should adopt as one of its fundamental rules the principle that 


2Of recent memory to some Boston women in this connection is the 
experiment tried at the time of the last weavers’ strike in Fall River, when 
something over a hundred and fifty of the girls who were idle there were 
brought in and placed at service in or near Boston. But although special inter- 
est was taken in these girls by those who sympathized with them, and places 
were found for them where the ordinary untrained girl would not have been 
taken, the experiment was far from successful. The girls were unsatisfactory 
as servants and correspondingly unhappy, and a recent inquiry showed that not 
more than six had remained in service. 





518 JOURNAL OF POLITICAL ECONOMY 


no work shall be given to domestic servants who claim to be out 
of work, or to women and girls who can be placed in service, 
but when this has been done, it becomes a futile question to ask 
of those who remain, “Why don’t they go into service?” 

It should be emphasized that I have only tried to point out 
that a trade depression is quite as likely to produce bona fide 
unemployed women as unemployed men. What I have not 
maintained is the further point that public workshops are neces- 
sary to provide for either the men or the women of this class 
during any ordinary period of trade depression. On the con- 
trary, I believe that experiments with the unemployed have 
commonly tended to produce evidence that the unemployed are 
not only able to provide for themselves either with their own 
savings or out-of-work benefits of trade-unions, or in some other 
way, but that they prefer to do so rather than to apply for the 
assistance offered through state-provided relief works. So far 
as the women are concerned, the account of what was done under 
the recent English act, and of the class of women who responded 
with a demand for work, furnishes interesting testimony on this 
point. 

The Unemployed Workman Act of 1905 * succeeded to the 
organization of 1904-05 known as the “London Unemployed 
Fund,” and followed it closely in the establishment of its work- 
ing machinery by adopting the plan of a central committee and 
representative local committees. For the purposes of this paper, 
however, it is only necessary to say that this earlier organization 
did not attempt any special work for women. The Women’s 
Industrial Council was on the alert at the time to press the 
claims of working women to be recognized as “genuine unem- 
ployed workmen,” but their deputation was not received until the 
committee had spent all of its funds on schemes for employing 
the men. When the Unemployed Workman Act was passed, it 
clearly included women as well as men, and in the principles laid 
down by the Local Government Board to be observed by the 
various committees, it was prescribed that in all respects applica- 


*5 Edw. VII, chap, 18. 
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tions from women were to receive the same attention as those 
from men.‘ 

At the first meeting of the Central Unemployed Body, Novem- 
ber 23, 1905, it was decided to form a women’s work committee, 
but for various reasons its formation was delayed. However, 
a share in the provisions of this act which was to last for three 
years was worth fighting for, and the council was again active, 
demanding that the working woman’s right to benefit under its 
provisions should not be disregarded. In December, 1905, it 
issued a memorandum addressed to the Central Body and the 
local committees, which was interesting because of the various 
relief measures suggested as practicable for women. Nothing 
was done however until the Women’s Work Committee (J. 
Ramsay MacDonald, M. P., chairman) met for the first time 
February 10, 1906. It was then decided that a workroom should 
be established where clothing and other articles that were needed 
for the farm colonies and for emigrants’ outfits could be made, 
and “distress committees” in London were asked to submit 
investigated applications which they recommended as suitable 
for assistance.® But at this time only 388 women had registered.® 
That seemed an absurdly small number compared with the 
thousands of clamoring male applicants, but it should not be 
forgotten that the number of women wage earners is small com- 
pared with the total number of men, and that the largest group 
among women gainfully employed is that of “domestic servants,” 
who do not and should not apply. There are, moreover, other 
reasons which explain this small registration. Women do not 
learn of the existence of such things as “unemployed bodies” so 

*See Preliminary Report upon the Work of the Central (Unemployed) 
Body for London (London, 1906), p. 3. 

5 The principle of “investigation and verification” had already been estab- 
lished and followed in the case of men. 

® This was, of course, only the number registered in London, but when the 
registers were closed in the spring (1906) more than 35,000 men had regis- 
tered in the same area. (See “Preliminary Report,” op. cit., p. 83.) The West 
Ham Distress Committee ascertained that the number of women registered by 
the various committees both outside and inside of London (two committees only 


failing to respond to their inquiry) was 1,340. (See First Annual Report of 
West Ham Distress Committee, p. 22.) 
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quickly as men, and it was the first season that any attempt to 
deal with unemployed women had been undertaken. So that 
while relief works were an old story to the men, women were 
just beginning to learn of the possibility of resorting to “dis- 
tress committees.”* It must further be noted that while it had 
been officially declared by the Local Government Board that 
applications would be received from women, it was generally 
known that although many schemes of work for men were on 
foot, no plan for women was under consideration. This not 
only deterred women who knew of the act from applying, but 
various organizations interested in women of this class refrained 
from advising those who were ignorant of their rights to apply, 
since it would have been merely raising “groundless hopes.” § 
The “Preliminary Report” ® suggested the further reason that for 
some classes of women workers the time when exceptional dis- 
tress from unemployment is most probable is not during the 
winter months, but from August to November. 

But, however this small registration may be explained, the 
fact remains that in the face of it, the committee could not 
consider any proposal for a women’s farm colony or for their 


employment on the colonies already established for men. 
Although the various committees were asked especially to empha- 
size, on all notices, the fact that women were eligible to register, 
when the registers were closed in April for the season, the num- 
ber of applicants was still so small as not to justify the Central 
Unemployed Body in attempting any general scheme of employ- 
ment. 


7 Attention is called in the “Preliminary Report” (op. cit., p. 51) to the 
fact that this has been “the first season in which any organized attempt to deal 
with unemployed women has been made. This fact affected both the number 
and the character of the applications and the cases recommended by the Dis- 
tress Committees. The work of this season has been experimental in a far 
higher degree even than that of dealing with unemployed men.” 

* After the workrooms had been finally established, it was known that the 
number accommodated was very small, and this again was a discouraging 
influence, and for those who might have advised women in need of assistance 
to make applications, the fact that the training of the workrooms was of so 
little value had a further deterrent effect. 


*Op. cit., pP. 55. 
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Local initiative was therefore invited with the promise that 
the Central Body would finance such of the submitted schemes 
as they approved. It was hoped that local needs would be met 
in this way, and “experience be gained which would be useful in 
the future.” Two committees only were sufficiently interested 
to make such proposals. Hampstead suggested a central depot 
for work to be given out to be done at home, but the Women’s 
Work Committee were too unfavorably disposed toward “home 
work” to assent to such a proposal. Poplar had already created 
a Women’s Work Sub-Committee, and they were prepared with 
the outline of a scheme, which was approved for a small local 
workroom, which would provide for twenty women for five 
weeks at an experimental workroom in a Canning Town settle- 
ment.!® At the end of this time the work was withdrawn from 
the settlement, as a result of the decision that any further experi- 
ments or expenditure on the employment of women should be 
made under the direct supervision of the Women’s Work Com- 
mittee. 

By July 1, 1906, practically at the close of the first year of 
its existence, the Central Body definitely undertook, as a part of 
its work, the provision of workshops for women. The two im- 
portant questions to be raised at this point then are: (1) How 
was the term “unemployed women” defined by the Central Body? 
i. e., precisely which class of women did they professedly include 
or exclude? and (2) Did the class for whom the work was pro- 
vided respond with a demand for the work? 

In a circular issued in connection with the opening of the 
registeries for women we find the answer to the first question. 
The act, it is said, includes “temporarily unemployed women 
who are usually self-supporting,’ and excludes those women 
who are “only in a normal condition of underemployment or 
underpaid employment;” and specifically excluded also are 


” This was especially easy to carry out, for the machinery already existed 
as the result of a private undertaking at the settlement. The work was only 
financed for the time being by the Central Body, and the head resident of the 
settlement continued to supervise it as she had done before, making only such 
alterations in her plan as were necessary in changing it from a private to a 
quasi-public enterprise. 
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women whose “temporary unemployment is due to ordinary 
seasonal causes.”” That is, the woman, like the man for whom 
the act was designed, was the “independent workman” usually 
in regular work but suffering from distress due to her being 
temporarily idle from exceptional causes over which she had 
no control. The woman who was suffering from chronic under- 
employment, seasonal employment, or low-paid employment, or 
who had been depending upon relatives, charity, or the poor- 
law, however “deserving” she might be, was plainly declared 
not to be within the meaning of the act. It was also pointed 
out that the case of a woman with a husband or grown son who 
ought really to be the bread-winner must be excluded, for 
obviously the husband or son should register and be dealt with 
directly by the committee. 

Three workrooms only were opened, one in Poplar, one in 
Camberwell, and a third in St. Pancras, but they were open to 
women who might be recommended by any of the twenty-nine 
distress committees in London, and approved by the Central 
Body. At the St. Pancras workroom, tailoring is done, the 
principal part of the work being the making of suits for the boys 
and men who are emigrated by the committee. At Poplar the 
work is chiefly the making of undergarments, women’s and 
children’s clothing, and men’s shirts. At Camberwell much the 
same work is done, and both there and at Poplar a little hand- 
knitting machine is used for making socks. The garments are 
made largely by hand. Very few of the women know how to 
use a machine, and in most respects the rooms are of course 
quite unlike those which provide for a bona fide market. The 
experiment has been kept on a small scale, the three rooms 
together accommodating only 116 women, but these women have 
been given work continuously for sixteen weeks, and in a few 
cases, in which a special application for an extension of time has 
been approved by the Local Government Board, for twenty- 
four weeks. 

The pay for this artificial work is determined according to 
the number of dependent children that the woman has to provide 
for, and the earnings of her children who are at work. The 
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rate is ten shillings for the woman herself,’ two shillings for 
the first child under fourteen, one and sixpence for the second, 
and a shilling for each remaining child under this age; but in 
no case is more than seventeen shillings and sixpence to be paid, 
and a deduction of one-fourth of the earnings of each child over 
fourteen is made.’?_ In addition to their wages the women are 
given their dinners and tea, and their carfares are paid. The, 
working-week is forty-eight hours. 

Passing on now to the second question regarding the class of 
women who registered for this work, it can best be answered by 
a study of the statistics of the 734 applications received by the 
distress committees up to January, 1907. These applications 
were classified as to age, occupations, and condition as to mar- 
riage as follows: 


STATISTICS OF WOMEN APPLICANTS FOR “UNEMPLOYED” 








WORK 
Ages Occupations 
NE BO. xa niece meal oneedanemasund 9 GI os cs0siendeaseséaves 193 
eS rere 54 Needlewomen ..........cccceeces 125 
31 and under 41 ......cccccccecs | enn err a 75 
4! = — ST ceeeeceeeecceees 279 Laundry Workers .............+. 51 
. pone poet OT we eeeeeeeeeeeees - | EEO ore ry rere re ree . 43 
Ree nt ee ee En k:6:0:50:5:466dewennswn ae 
ere ED 60:60. ss-0500000506660 24 
— Office cleaners 22 
Conjugal Condition -«-—=——=~Ct«‘( icles Cleaners: «......4..-0 0000s 

i i 504 DD ioccubsddasvasecuoesasaen 20 
OME oo kkk ccs msaasdaoneeans 103 Factory hands ..........++++++++ 16 
Separated or deserted ........... 25 Housekeepers .........sseeeeeees II 
Re er ere ee 102 Other occupations .............. 125 
734 734 


Tt must, of course, be kept in mind, that women’s wages are much lower in 
London than in America, but this pay for “unemployed work” is perhaps a little 
under the current market rate for needlework there. This is as it should be, 
however, in accordance with the principle that such work should not be made 
unduly attractive—a principle difficult to maintain with regard to these work- 
rooms, for although the wages may be fixed below the market rate, yet the 
latter presupposes work properly done, while very little of this work is 
properly done. Moreover, if the applicants come from the “underemployed” 
class, the regularity of state-provided work, even at a lower wage, makes it 
more desirable. 

“This is an extremely difficult provision to enforce, due to the fact that 
the women never seem really to understand it and report not what their 
children earn, but what they give. Distress committees should meet this diffi- 
culty by verifying children’s earnings, but they have evidently not done so. 
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This table shows pretty clearly that the women who registered 
in London belonged for the most part to the “underemployed” 
class, and it may seem strange that after the committee had in 
such unmistakable terms excluded this class, 612 of these appli- 
cants should have been pronounced “eligible and suitable for 
treatment under the act.’”’ One would have thought that all of 
the 118 “domestics” and “cooks” would have been rejected on 
the well-established ground that it is not the duty of the com- 
munity to provide artificial work for domestic servants; and in 
most of the other occupations, e. g., charwomen, needlewomen, 
laundry workers, office cleaners, we have a class of women whose 
work is normally irregular, and who are, therefore, of the class 
specifically declared by the committee to be ineligible for assist- 
ance in its circular regarding the registration of women. It is to 
be expected that in such occupations we should find, as we do 
find, that the women are chiefly widows, and that most of them 
are more than forty years old. The committee’s problem became, 
in short, the old problem of the unskilled working woman who, 
while she is young and has quick limbs and nimble fingers, can 
support herself at a variety of unskilled factory occupations. 
But when she is left a widow with children requiring care, her 
health more or less impaired, her hands stiff, to return to the 
work that she did before marriage is out of the question, and she 
is reduced to charing or “slop” needlework, as almost her only 
means of support. ; 

All of this is not saying that these women are not “deserving” 
—that question does not arise here—it is only pointing out that, 
however deserving or unfortunate, the committee was neverthe- 
less dealing with the class who are in a chronic state of under- 
employment and underpaid employment, and that it was precisely 
this class that the act was not designed to aid. This table, as 
has been said, deals only with those women who made applica- 
tion for work, and along with it should be given a similar table 
dealing with those out of this number who were actually given 
work—308 in all during the first year. The records of the work- 
rooms had unfortunately not been kept in such a manner as to 
make the compilation of such a table possible, but the cards of 
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fifty-two of the women who are in the workrooms this summer 
were kindly placed at my disposal. On these were recorded the 
ages, condition as to marriage, and the occupations of the women 
as the latter described them. The following table was prepared 
from these cards: 

WOMEN IN THE “UNEMPLOYED” WORKROOMS, JULY, 1907 


Ages Occupations—Continued 

CE OR ndkcncccscones o Needlework and laundry 

20 and under jo ........ 3 re rene 2 

pede cre domes wees § 

50 and under 60 ........ 1g Charing and washing.... 1 

OW) GE DP neseceiaunesaas 2 Charing, washing, and um- 
= brella making ........ I 
2 > . 

Conjugal Condition 5 Charing and nursing Se 
WHE: Sictasacacacesn 41 Domestic service ........ 5 
Widows; deserted ...... 2 General housework and 
Wives; husbands ill..... 5 WI oa dacs deck bows I 
PE 5 6.55566504486944600 4 Daily housework ....... 1 

va Occasional nursing ..... I 
Occupations RE snceinessaawsnlncas I 
Needlework ............ 1 TE oscnndkcstend I 
Charing and needlework. 7  Bottle-washing and plain 
Needlework and _house- needlework ........... I 
WEE 4640-40 nemesatee 2 ROME occsdscrsvcos I 
Needlework and cooking.. 1  Tailoress .............4. I 
Needlework and nursing. 1  Boot-upper-fitter ........ I 
Needlework, nursing, and Occupations not given.... 2 
housekeeping ......... I 52 


This table shows for the women who were given work the 
same characteristics as the earlier one did for the whole group 
of applicants. Here only four out of fifty-two were single 
women, and forty-two out of fifty-two were between the ages of 
forty and seventy. This second list of occupations differs from 
the first in being less condensed and therefore more instructive. 
I simplified very little their own statements on their cards, elimi- 
nating only the things they added as being “willing to do.” It 
shows, therefore, even more clearly than the other how very 
casual their work was—for a woman who describes her work as 
“charing and needlework,” or “charing and washing and um- 
brella making,” or “bottle-washing and plain needlework,” could 
not even by a far stretch of the imagination be said to belong to 
the class of “genuine unemployed workmen.” 


} 
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It can, I believe, be fairly said that among women as among 
men, the class for whom the act was created have not utilized 
it. The act has not been able, therefore, to fulfil its original pur- 
pose. The main justification for its existence was that it would 
be essentially a preventive measure. It would save the man or 
woman ordinarily in regular work from the demoralizing effects 
of joining the ranks of casual labor, but those who applied were 
already members of this army. The act could not save them 
from losing an independence that they did not have, nor help 
them to recdver an industrial status they had never lost. It 
could not. bridge the interval between two regular “jobs” for 
those whose working life was a hand to mouth struggle with “odd 
jobs.” 18 The question that logically follows is: Since the act 
failed in its original purpose, has it not perhaps served some 
other equally useful one. The committee is certainly not to be 
censured for using machinery invented for the unemployed for 
the benefit of a different class, if those for whom it was designed 
did not apply. But the needs of the two classes are not the same, 
and the question must be raised whether this machinery was 
equally adapted to assist the class which used it, or whether it 
ought not to have been radically altered to fit their different needs. 
The workrooms were planned as a means of “tiding over” the 
unemployed; in lieu of this it may be asked, what have they 
done for the underemployed ? 

The result seems to have been that a few inefficient old char- 
women have temporarily had regular work, have been better fed, 
learned to sew a little, and allowed to work in peace without any 
drive or without the fear of being out of work tomorrow. They 


* This is a difficulty of long standing with regard to measures for the 
relief of unemployment., Witness, for example, this statement from the report 
of the Board of Trade on earlier experiments of this sort: “To sum up, the 
special danger which temporary schemes of municipal employment have to face 
is that they may fail to attract the class of unemployed whose distress is merely 
caused by temporary difficulties over which the individuals have no control, 
while they are unlikely to be organized and administered with sufficient com- 
pleteness and elasticity to be of service for the lasting assistance or information 
of the chronically idle and incapable.” Labor Department of the Board of 
Trade, Report on Agencies and Methods for Dealing with the Unemployed, 
C. 7,182 (1893), p. 237. 
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have in short been given a new kind of relief, a “dole of work,” 
and the fact that it was a sixteen-weeks’ dole makes it no better 
in principle than a three-days’ dole, unless their permanent con- 
dition has been altered. They were industrial dependents in the 
beginning and when they leave the workroom they are still de- 

endent.1* They have, of course, learned something, but the 

4 

essential thing is that what they have learned must have a com- 
mercial value. The cause of their dependence is their industrial 
inefficiency in the labor market. The only remedy is to give them 
a different status there by increasing the value of what they have 
to offer. It has been hoped, I believe, that the workrooms might 
do this, but it is only too patent that, as they are at present 
organized, it is quite impossible ; and the hope seems to be entirely 
based on the fact that a very few exceptional women have been 
able to learn enough to get work upon leaving, which it is hoped 
may prove regular, but the number who have been helped in this 
way is so small a proportion of the total that it may fairly be 
called negligible.‘° The workrooms to begin with are not 

“This again is only verifying the results of previous experiences. See 
the Board of Trade Report (op. cit., p. 409) in which it is pointed out with 
regard to the men who were given work, “The relief work with which they are 
provided is, to many of them, merely one out of the series of casual jobs by 
which they are accustomed to live, and when it is over they are in the same 
position as when it began. They have been supported for a few days, but they 
have not been set on their feet.” 

% These few cases have, moreover, probably been legitimate cases within 
the meaning of the act, that is, belonging to a class above the underemployed, 
—certainly on the borderland, if not “genuine unemployed” workmen. Pretty 
careful inquiry showed the following results: (1) The case of a woman who 
had done machining on belts used in the army, but when a new kind of belt 
was adopted that did not require stitching she lost what had been a position of 
bona fide regular work. The workrooms helped her to tide over the period of 
readjustment, and fortunately her knowledge of the machine gave her an advan- 
tage in the tailoring work. She was accustomed to work quickly and regularly, 
and was so ambitious that there was every prospect that she would be in a posi- 
tion to obtain regular work again when she should leave the workroom; (2) the 
case of a boot-upper-fitter who lost her work through the introduction of new 
machinery. She had been industrially independent and was very capable, and 
will probably be able to get regular work at some kind of tailoring when she 
leaves. Two other cases which were reported to me were similar to the first, 
in that the women had been used to machinery. These cases were all most 
exceptional. Had they been typical, they would of course, have proved the 
workrooms to be serving a very different purpose. 
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equipped or managed primarily with a view to teaching women a 
trade, and many of the women there, charwomen who do not 
even know how to hold a needle, would be in any event incap- 
able of learning one. Work is done by hand that in a factory 
would be done by machine; emphasis is laid, for example, in the 
tailoring department on the fact that a woman is taught (or an 
attempt made to teach her!) to make “fa whole coat’’—precisely 
the thing that she is not called upon to do in a factory which is 
turning out ready-made coats for the market, and which demands 
good machinists, or good basters, but not women who know 
something about making all parts of a bad coat.1® It might also 
be said that the training to be gained from running an antiquated 
hand-knitting machine is, to put it mildly, of doubtful value. 

It would be, of course, unfair to minimize the difficulties with 
which the workrooms have had to deal, or to reproach them for 
not achieving the impossible—and to make tailoresses out of in- 
competent old ladies of sixty, or fifty, or even forty-five in sixteen 
weeks or any longer period is obviously impossible. The women 
who have been given work have been almost hopelessly inefficient ; 
but this is precisely one of the points in the administration that is 
most open to criticism. Granted that charwomen cannot be 
turned into tailoresses, then surely it is an unjustifiable waste 
to attempt to teach women of this class who, to use their own 
words, have “never held a needle,” to make coats, or even shirts! 
There is, on the face of it at least, no less with the men’s work 
than with women’s, a failure to deal frankly with the problem 
in hand. It would have seemed so much better to declare openly 
that the workrooms, since they had been taken over by the under- 
employed, must be put on a new basis to meet the needs of that 
class. It has been pointed out that the primary need of these 
women is industrial training, and if the workrooms cannot be 


*T was interested to notice on returning from a visit to one of these 
workrooms last spring two large clothing factories, both of which advertised on 
the doors for “hands” of various sorts, machinists, basters, “trouser hands,” 
etc. It was clear, of course, that it was not lack of employment, but lack of 
ability on the part of the women to meet the demands of the market, that was 
the difficulty. It was equally clear that the workrooms could not prepare them to 
meet that demand, 
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made to furnish this, there is not much excuse for continuing 
them. One of the first steps in any event would be rigidly to 
exclude the “unhelpables,” to make it a rule that none of the 
underemployed be given work, unless the commercial value of 
their industrial capacity stood a fair chance of being improved. 
This would make the important point in the investigation of 
women applicants their ability to profit by such training as the 
workrooms could offer, and the majority of the present occu- 
pants would under such circumstances be excluded. This may 
seem like a very hard-hearted doctrine indeed, but in the treat- 
ment of social invalids, as in the treatment of other invalids, what 
may seem harsh is only kind; and at the worst it can only mean 
that the women who are refused work must be given charitable 
assistance of some sort today instead of tomorrow. Most of the 
women over fifty, and all of those over sixty would be refused 
work. In short, the workrooms would be frankly metamorphosed 
into widow’s polytechnics—glorified training-schools, if you will, 
for women too old to enter “trade classes for girls,” but still 
young enough in adaptability, if not in years, either to learn some 
new work or to learn to do their old work much better. Of 
course if one must go on pretending that the workrooms are for 
a class that has shown no sign of wanting them, they will continue 
to serve neither one purpose nor the other. But how much better 
if the committee, on the basis of the past year’s experience, were 
squarely to acknowledge that the problem before it had become 
that of “underemployment” rather than unemployment, and 
alter its machinery to serve the real demand that exists instead of 
the fictitious demand that was believed to exist. 

It may be objected with regard to all of this that after the 
“unhelpables” have been weeded out, the numbers remaining 
would be so small that it would be useless to waste so much time 
and money on them; but the point is that time and money are 
already being spent, and it is only a question of spending it to 
some purpose or none. Moreover the numbers would increase 
as the new character of the work and its new possibilities became 
known, not only among the women themselves, but among 
agencies organized to help them, some of which have refrained 
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hitherto from sending women there because the training was of 
such doubtful value. 

In conclusion, it may be said that it has seemed worth while 
to review this experiment in some detail, as an attempt on the 
part of an important public body to undertake what it called 
“the comparatively novel and particularly difficult task of dealing 
with unemployed women.” This work, at the end of the first 
year, was said to have “been experimental in a far higher degree 
even than that of dealing with unemployed men.” In its first 
summary, the Central Body called attention to the small number 
of applications received from women as the most striking feature 
of this part of the work.’* But although the number was small, 
there were, as has been pointed out, reasonable explanations for 
it. Moreover the significant and interesting thing, I believe, is 
not that the number of applications was so small, but that the 
applications came so uniformly from one class. This obviously 
does not prove that unemployed women who belong to the class 
of “genuine unemployed workmen” are not created in times of 
distress. It only verifies the results of previous experiments in 
dealing with unemployed men: that this class of workingmen hold 
aloof from state-provided relief works; that machinery invented 
to benefit them will in all probability be taken over by that class 
of “underemployed” with whom, in the popular mind they are 
so frequently confused. 

Where the present experiment is in a measure unique is in 
the opportunity which is offered by virtue of the three years’ life 
of the act, to those in charge of its machinery, to declare openly, 
that however serviceable a “tiding-over” might be to those for 
whom the act was designed, it is not the proper method of assist- 
ing those by whom the act is used. For the remaining year that 
the act has to run a chance is offered for the valuable experiment 
of dealing honestly with this class on the basis of its own needs— 
a difficult task, without doubt; but is it not true that the real 
test of the success of any organization of this sort is its ability 
to deal with difficult tasks? Epitra ABBOTT 


WELLESLEY COLLEGE 


“Preliminary Report,” op. cit., p. 55. 
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From the standpoint of control, there are three classes of life 
insurance companies: stock companies, mixed companies, and 
mutual companies. The stock companies were the first in the field, 
writing a small amount of purely non-participating business. 
About 1840, companies began to be organized on a mutual basis, 
and these soon drove the three old stock companies out of the life 
insurance field. In the twenty years following 1840, practically 
all the prominent mutual companies of to-day were organized. Fol- 
lowing the organization of these successful mutual companies came 
the formation of a large number of stock and mixed companies, 
as a result partly of the desire on the part of capitalists to engage 
in an apparently profitable business, and partly of the enactment of 
state laws, which from that day to this have made the formation 
of a mutual company difficult. 

Control of stock companies is, of course, lodged in the hands of 
stockholders, and problems connected with their management would 
be no more serious than those arising in the management of any 
joint stock company, if it were not for two conditions. In the first 
place, these companies are permitted to write participating as well 
as non-participating policies; that is, they are allowed to solicit 
business on promise of a division of profits among purchasers of 
their product. This differentiates a stock life insurance company 
from any other joint stock concern. Although some of the lead- 
ing stock companies may have paid nearly as large dividends to 
their participating policy-holders as have been paid by mutual com- 
panies, it is still true that the privilege granted these com- 
panies is of doubtful advantage to the best interests of the business. 
If the dividends upon the capital stock are limited in amount, there 
is no added incentive to the officials through the existence of the 
capitai stock to manage the company well, and the capital stock 
remains as a dangerous weapon by means of which men can 
obtain control of the company. If the dividends are not limited in 
amount, there is the possibility that the participating policy-holders 
will be mulcted to the advantage of the stock-holders. If, as in the 


531 








532 JOURNAL OF POLITICAL ECONOMY 


case of some companies, the dividends beyond a certain amount 
which the company can pay upon the capital stock are limited to the 
profits made from the non-participating policy-holders, the division 
of the fixed charges of the company can be so arranged as not to 
do substantial justice to the participating policy-holders. For these 
reasons the state is justified, if not in prohibiting stock life insur- 
ance companies from writing participating policies, at least in exer- 
cising much more control over their affairs than is exercised over 
other corporations. 

The second peculiarity differentiating stock life insurance com- 
panies from other corporations is that the stockholders of the life 
company soon come into nearly absolute control of much larger 
assets than the capital originally invested. To be sure, this is true 
in a way also of banks and other fiduciary institutions, but the 
insurance company differs radically from a bank in that its reserves, 
unlike deposits, cannot be withdrawn at the will of those to whom 
they belong. No matter how inefficient the management of a stock 
company, there may be no weeding-out of incompetent men. The 
policy-holders, who are the most interested, have no redress. They 
cannot withdraw their savings, thus showing their disapproval of 
the management, without a considerable financial sacrifice. They 
cannot change the management. The men in control own the 
capital stock, and to displace them it is necessary that a controlling 
interest in the capital be purchased. Not always have owners of a 
majority interest been willing to sell; only an aroused public opin- 
ion has forced them to part with the control of a company. 

Furthermore, stock life insurance companies are at the mercy 
of designing financiers who may seek to control them. All the 
stock companies are subject to this danger, and many have suffered 
already. The American Life of Philadelphia was wrecked in two 
years by men who surreptitiously purchased a controlling interest. 
These men never had any intention in purchasing the stock other 
than to possess themselves as quickly as possible of the American’s 
valuable assets. A similar disaster to the Phoenix Life of Hart- 
ford, which at one time had a guarantee capital, was averted only 
by a special session of the Connecticut Legislature, which passed an 
act changing it into a purely mutual company.? The Equitable 


*The Insurance Spectator, 1890, p. 305, and the Pennsylvania Life Insur- 
ance Report for 1889. 


?P. Henry Woodward, History of Insurance in Connecticut, p. 97. 
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and the Washington of New York are at the present time under 
the domination of one man. The Prudential of New Jersey is 
controlled absolutely by a small group of men, who, in 1902, tried 
to avoid the necessity of keeping even six million dollars invested 
as a controlling interest in Prudential stock. The scheme for effect- 
ing this release was as follows: The Prudential Insurance Com- 
pany was to purchase a controlling interest in the Fidelity Trust 
Company, and a contract was entered into between the Fidelity and 
the majority interest of the Prudential stockholders, in which the 
latter contracted to sell their holdings of Prudential stock to the 
trust company.* In this way the directors of the Prudential could 
have perpetuated their control without any financial outlay what- 
ever. The plan was defeated by an appeal to the Courts brought 
by the Massachusetts Insurance Commissioners,* but President 
Dryden has since announced that the “good” results of such a merger 
have been secured in an unobjectionable manner. A New Jersey 
investment company controls the Bankers’ Life of New York,°® 
while a few years ago a coterie of New York financiers purchased 
a controlling interest in the United States Life of that city. It is not 
asserted that all the companies which have here been enumerated 
have suffered through the control exercised by the capital stock; 
on the contrary, some of them have been most excellently managed 
by stockholders. Some, however, have already suffered seriously, 
and it is believed that all in which the control is lodged 
exclusively in a few hands are in a precarious position. The assets 
which the stockholders control really belong to the policy-holders, 
and yet the policy-holders cannot withdraw that which belongs to 
them, since they have entered into long-time contracts. 

Certainly the problems connected with management of stock 
life insurance companies are serious; so serious, indeed, that it is 
urged in many quarters that the state should not allow such com- 
panies to be organized. All insurance is essentially mutual in 
principle; the mutual system has demonstrated its fitness in dealing 
with life contingencies, and if the states would amend their laws, 
capital stock would be unnecessary in starting a life insurance com- 


®Massachusetts Life Insurance Report, 1902, Preface. 
*The Insurance Spectator, 1902, p. 223. 
5 Massachusetts Insurance Report, 1903, p. xxxix. 


*The Insurance Age, 1904. 
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pany ;" legislatures might not be entirely unjustified in prohibiting 
the formation of stock life companies. 

As regards control, a company which is mixed—that is to say, 
a company which has capital stock but which allows policy- 
holders to vote—possesses no considerable advantages over a 
purely stock company. The restrictions placed upon the policy- 
holders’ voting powers are such in most cases that the concession 
has little practical value. For instance, the Michigan Mutual is a 
mixed company with $500,000 of capital stock. Each share of 
stock has a vote. In addition, policy-holders insured for life for 
$5,000 may vote in person only. The management can rest 
assured that 5,000 persons carrying $5,000 policies of a particular 
kind will never present themselves in Detroit to cast their ballots in 
person. In the Metropolitan of New York, there are 40,000 
shares of stock. Policy-holders paying $100 premium per annum 
may vote, but two-thirds of the directors must be stockholders, so 
that the privilege granted to the policy-holders is worthless. The 
Manhattan has a thousand shares of stock, each share entitling its 
owner to one vote. Policy-holders paying an annual premium of 
$75 on a life policy may vote, but half of the directors must be 
stockholders.2° Half of the board with the president is all that is 
needed for control, even if the policy-holders should elect all the 
directors to which they are entitled. The Home is likewise a mixed 
company. Policy-holders paying $80 annual premium may vote." 
The testimony before the Armstrong committee showed that the 
Home has never been troubled with policy-holders voting; in the 
forty-seven years of its existence, only one policy-holder has 
appeared to cast his ballot.‘* It does not appear that mismanage- 
ment has been so common in the history of mixed companies as in 
the case of stock companies, and this is due, perhaps, to the latent 


™Nearly all states insist upon a system of net valuation of policies, 
Under such a system it is practically impossible to start a new life insurance 
company, unless capitalists stand ready to make up deficiencies during the early 
years. In other ways, state laws have been so framed as seriously to discourage 
the formation of any but stock companies. 

8 Article IV of constitution. 

®New York Laws of 1868, chap. xlviii, §§ 6 and 11. 


” Charter, §§$5, 8, and 9. 


1 Charter, Art. V. 
% Testimony of George E. Ide, Armstrong Report, p. 3587. 
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possibility that policy-holders will assert their rights; nevertheless 
a mixed company would seem to be, for all practical purposes, a 
stock company, and as regards control it presents most of the 
problems and dangers inherent in a stock company. 

Nor is the question of management and control solved when 
companies are made mutual in their organization. The system of 
mutual life insurance contemplates a management elected by the 
policy-holders and responsible to them. This theory of government 
has, however, never been worked out in practice in the United States 
according to the spirit of its constitution. The long distances and the 
expenses of traveling have made it impossible from the beginning 
for policy-holders to cast their ballots in person. Resort has been 
made to proxy voting, and the result of proxy voting as allowed 
by most of the states has been to make the management of mutual 
companies as certain of tenure, and hence as careless of the rights 
of policy-holders, as have been the managements of stock com- 
panies. State laws have placed few restrictions on the collection 
and voting of proxies. In some instances policy-holders have even 
signed a proxy when making application for a policy; in many 
instances, they have given their rights to the officials for long 
periods. A part of the agents’ work each year has been to 
gather proxy votes, and send them in to the home office, so that the 
management should have at all times a sufficient number of proxy 
votes to defeat any movement of opposition on the part of dis- 
satisfied policy-holders. The companies have always gone about 
the gathering of proxies quietly, for they have not cared to remind 
members of their rights, yet they have succeeded in keeping a 
large number always on hand. 

Whoever in the company controls the proxies, controls the com- 
pany. In 1870, there was an internal conflict in the Mutual Life. 
On the day of the election, a considerable number of policy-holders 
appeared in person to vote. President Winston of the company 
controlled ten thousand proxies. In the afternoon, with the out- 
come of the election in doubt, Winston appeared with several thou- 
sand of the proxy votes, cast them in favor of himself, and the day 
was won.’* The same thing has happened often enough to show 
the policy-holders the futility of opposition. Policy-holders have 


% President Winston’s circular letter of April 16, 1877, to the policy- 
holders of the Mutual Life. See also, Julius Wilcox, Scribner's Magazine, 
Vol. XIV, pp. 382, 383. 
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signed a proxy when making application for a policy; in many 
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management should have at all times a sufficient number of proxy 
votes to defeat any movement of opposition on the part of dis- 
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the gathering of proxies quietly, for they have not cared to remind 
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large number always on hand. 
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appeared in person to vote. President Winston of the company 
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43 President Winston’s circular letter of April 16, 1877, to the policy- 
holders of the Mutual Life. See also, Julius Wilcox, Scribner's Magazine, 
Vol. XIV, pp. 382, 383. 
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come to take no interest in the active management of companies, 
and certain officials have stayed in power so long that they have 
come to look upon their company as a personal asset, the sense of 
private property becoming so strong in some cases that they have 
felt that control of a company ought to be inherited.** 

Officers of all the companies are practically unanimous in 
declaring that the present system of voting in mutual companies, 
or rather what was the system a year and a half ago, should not 
be changed. That section of the Armstrong law which changed the 
method of voting in mutual companies was vigorously opposed by 
the New York companies, and during the past winter similar legis- 
lation in other states has met the opposition of the mutual com- 
panies in those states. Many of the officials recognize that the old 
system is far from ideal, but they believe that the proposed reforms 
will lead to worse conditions in making an annual contest for the 
control of the companies a probable event. They hold that any 
changes in the laws calculated to make such yearly contests for con- 
trol inevitable, will do more harm to the insurance business than 
the present system has done. They urge that it is not fair to sub- 
ject a company, which has been brought to a successful stage of its 
existence through efforts of its officers, to annual contests for 
control. Such contests, it is believed, will surely follow the adop- 
tion of the proposed reform methods of voting. They point out 
that men are always willing to listen to evil reports regarding any- 
body in power ; and that the greater the ease with which a change in 
administration can be secured, the greater the chance of success for 
selfish and unjust methods which will be used for securing a change. 
As a final objection, they maintain that the expense attendant upon 
an annual repetition of such a demonstration as has been witnessed 
in New York during the year past, is a greater strain on a company 
than is a good sized “graft ;” while the annual throwing of mud and 
the staining of a company’s reputation, with the consequent loss of 
policy-holders and trouble in getting new members, entail far 
greater expense and loss than any sort of extravagance. On these 
grounds, the present officers oppose the changes in insurance laws 
revising methods of electing trustees. 

If such conditions as indicated would result from any method 
enabling policy-holders easily to express their desires, then we should 
unite with the companies in opposing the new laws. However, it 


Wisconsin Life Insurance Report, 1903, Preface. 
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seems that the officials of the various mutual companies have become 
unduly alarmed. With complete power in the hands of the policy- 
holders and an easy method of voting devised, it is not at all prob- 
able that there would be an annual contest for control. A manage- 
ment which is capable and conscientious may be sure that policy- 
holders will have sense enough to keep it in power. Crafty finan- 
ciers may seek to get a board of trustees elected of their liking, but 
they will soon learn the folly of going to the heavy expense of a 
campaign to oust an efficient management. It is almost safe to say 
that it will be many years before we shall witness another campaign 
like that carried on during the past year for control of the two 
large New York companies. 

Some of the officials have expressed the fear that in a cam- 
paign for control of a mutual company, policy-holders will not 
know what is to their advantage. They, therefore, are afraid to 
trust the issues to them. Such statements remind one of the argu- 
ments in favor of an autocratic form.of government. An autocratic 
form of government is good if the autocrat is wise and benefi- 
cent. But since the autocrats in the past have not always been 
wise and beneficent, a government responsible to the people has 
worked better. So it will be in life insurance corporations. 
Policy-holders are the company, its gain is their gain, its injury is 
their injury, and they will soon, if not immediately, begin to examine 
closely the men who are seeking their votes to oust an existing 
management. 

Besides the natural conservatism of investors which will work 
in favor of the management in power, there is still another advan- 
tage which the officials possess. It will practically always happen 
that the agency force will work in favor of the administration 
party, and with the agency force so disposed, the men in power 
will have such an advantage in a campaign that even better men 
will have a hard task in defeating an adminstration ticket. This is 
as it should be. The end that is desired by those who see the evil 
of the old system is not an annual scramble for control of the com- 
panies, but such an easy method of removal that the officers will at 
all times be forced to keep in mind their responsibility to policy- 
holders. 

A more fruitful question for discussion to the man who desires 
a change from the old system, is whether an easy and effective 
method of voting in mutual companies can be devised. New York 
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has made a serious attempt to put the policy-holders in control. In 
the revision of the insurance laws of the state, in 1906, it was pro- 
vided that two lists of policy-holders’ names and addresses should 
be filed with the Superintendent of Insurance at Albany, and two 
similar lists with the general agents in each state and foreign 
country; that the tickets be nominated by the administration five 
months prior to the election, and by an opposition party at least three 
months before the election; and that policy-holders should be 
allowed to vote in person, by mail, or by proxy. 

One election has already taken place under the New York law. 
Some criticism may be offered of the method adopted. In the first 
place, the companies are bitterly opposed to that section of the law 
which provides for public listing of the names and addresses of 
policy-holders. The New York companies would rather have this 
provision repealed than any other of the so-called Armstrong laws. 
Officers of mutual companies in other states will make no compro- 
mise on this subject. The contention of the companies in this 
respect is well grounded. Such a public posting of names does 
a serious amount of damage to the companies compelled to obey 
the law. Agents of rival companies prize a list of policy-holders in 
another company very highly, not only for the purpose of twisting 
the policy-holders into their own companies, but also because the 
best purchasers of insurance are those who already have policies. 
For this reason, the companies regard this provision of the law as 
a violation of their rights not to be condoned. 

Yet such a measure or some substitute for the measure, is abso- 
lutely necessary if there is to be any appreciable opposition to the 
administration party. In the past when there has been among 
policy-holders wide-spread dissatisfaction with a management, 
opposition has been ineffectual because it never could be united. 
If such opposition is ever to accomplish its ends, it must be con- 
centrated, and no sort of co-operation is possible unless the policy- 
holders have some means of communicating with each other. So 
long as the administration alone possesses a list of the voters with 
their addresses, it has an advantage which a scattered opposition 
cannot overcome. All that is left to the opposition under these 
circumstances is communication by means of advertisements in the 
papers, an expensive method, as well as one of doubtful utility. 
Therefore, unless some method is devised of allowing the opposi- 
tion to communicate freely with voters, the system of control by 
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policy-holders fails. However, it is not necessary that the list of 
names should be open to public inspection. It might be practicable 
to have all the literature which any opposition ticket may wish to 
send out addressed by the state at the expense of the opposition or 
even by the administration under the supervision of the state, but 
still at the expense of the opposition. Company officials do not take 
kindly to either suggestion, holding that the opposition has no 
right to this advantage of intercommunication. In doing so, they 
are carrying their opposition too far. The officials have no inherent 
right to hold their positions irrespective of the wishes of the policy- 
holder, and the latter rightly insist upon some means of close 
co-operation. 

Insurance men are further opposed to the enactment of laws 
similar to those of New York, on the ground that the carrying-out 
of such a system of voting entails a very heavy direct expense. They 
point to the situation in New York where the cost of counting the 
ballots alone reached fifty thousand dollars for each one of the 
large companies. They assert that such an annual expense is a 
heavy burden to place upon the policy-holders, when, in most cases, 
it is not necessary. Without desiring to criticize too strongly the men 
who were in charge of the counting of the ballots in New York, it 
seems that the work was unnecessarily drawn out. As a matter of 
fact, if the inspectors of election appointed by the officials of the 
two large companies and paid by the companies twenty-five dollars 
per day for their services, had counted ballots as rapidly as do the 
judges of elections in our political contests, the votes would have 
been counted in perhaps a third of the time it did take to count 
them. As the ballots in the insurance election were the simplest 
possible to count—there being no spilt ballots and practically 
only one office for which to count, and in one case only two tickets, 
and in the other three, in the field—it does seem that the suspicion 
raised in some quarters that the contest was drawn out for political 
effect is well grounded. 

If this is true, the heavy expenses of the present election can- 
not be used as an argument against the proposed changes. If the 
suspicion is without truth, and the elections are really expensive, 
it has been already pointed out that few elections will be carried out 
on the scale that the present contest has been waged. Admitting, 
however, that annual elections will cost from thirty thousand to 
fifty thousand dollars for each company, it is no conclusive argu- 
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ment against the reform measures. The states might well relieve 
the companies of taxation, and make them have annual elections 
for the sake of securing the gain that will accrue from such a 
change. 

It should be noted that the reformers, as well as insurance 
officials, criticize the New York law. The Armstrong law still 
allows proxy voting. The application of proxy voting in mutual 
life companies is a misapplication of a system working fairly well in 
joint stock concerns. Under the old system of electing trustees, 
it was necessary to allow the officers to collect proxies, but when 
policy-holders are allowed to vote by mail, the system cannot be 
justified. The man, who under the reformed conditions gives his 
proxy, is the man who is not interested enough to care what the 
outcome is, and gives his proxy as a personal favor to the first one 
who solicits it. The administration is the only party which has the 
machinery necessary to solicit these proxies, therefore the disinter- 
ested or indifferent policy-holders control the outcome of the elec- 
tion rather than the men who are interested and have informed 
themselves. That administration tickets won it was largely due to 
the work of agents in soliciting proxy votes. While not desiring to 
express any opinion upon the outcome of the New York elections, 
as a general principle it is wrong that the careless and indifferent 
policy-holders should dominate the situation. Therefore, the right 
of proxy voting should be abolished. 

Company officials need not be alarmed if such a system of 
voting as is here advocated be carried out. It will not mean fre- 
quent changes in management because such changes will be unneces- 
sary. The system has been tried for many years in the largest 
company in the British Empire, the Australian Mutual Provident 
Society. No serious difficulties have arisen in connection with the 
operation of the system. There has been but one revolution in the 
company, and this one demonstrated the merits of the plan. Inci- 
dentally it is worth noting that this company has been one of the 
best managed in the world. Mr. Dawson says that in nearly all 
respects, dividends, economy of management, small ratio of lapses, 
growth and favorable mortality experience, its career is unprece- 
dented.** 

Some have said that these large companies cannot be run on the 
basis of control by policy-holders because the party system cannot 


% The Business of Life Insurance, p. 128. 

















CONTROL OF LIFE INSURANCE COMPANIES 541 


be adopted. It is hoped that the last part of this statement is true. 
The control of these business corporations should be free from 
politics. It would be suicidal to subject them to a change in 
management each year. This, as has been pointed out, is not con- 
templated in the proposed changes. Under the plan which is sub- 
mitted, it is believed that managements will be just as stable as 
they have been in the past, indeed more so. At every election, it will 
be the administration against the field, and if the record of the men 
in power has been satisfactory, it will commend the administra- 
tion ticket to the policy-holders. The desire to let well enough 
alone will be sufficiently strong to resist a change, and because 
there exists an easy method of turning out corrupt managements, 
these managements will try not to become corrupt. The officers will 
still have a chance to stay in the business for life, developing a 
great company, not because they control twenty or thirty thousand 
proxy votes, but because they are efficient. 


Lester W. ZARTMAN 
YaLe UNIVERSITY 
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CAN INDUSTRIAL INSURANCE BE CHEAPENED? 


It is, presumably, well known that industrial insurance is merely 
old line insurance at retail. The premiums run in multiples of five 
cents. These are collected by a system of visitation from house to 
house, and the size of the policy is dependent rather upon the 
premium than the premium upon the size of the policy. The aver- 
age size of industrial policies is not far from $100. But probably 
it is not so well known that, great as are the burdens of waste and 
extravagance in ordinary insurance, the situation here is as light 
to darkness in comparison with industrial insurance. The per- 
centage loading of industrial insurance is approximately twice as 
high as in non-participating ordinary insurance, despite the fact that 
the premiums upon which the loading percentage is computed are also 
twice as high. Thus the policy holder upon an ordinary twenty 
payment life policy at $30 premium a year may count himself 
fairly fortunate if, from his aggregate premium outlay of $600, not 
over $125 goes as expense. But the premium for a policy of the 
same amount upon the industrial plan is approximately $1,200, and 
the expense loading not far from $400. 

Undoubtedly the companies may plead in excuse the incredibly 
high rate of lapse in industrial insurance; but from the point of 
view of the policy holder, this only makes the case the worse. 
A fairly representative year was 1904; 87 per cent. of all policies 
terminating in that year terminated by forfeiture; only 13 per cent. 
resulted in any payment to the insured. 

The expense charge, however, is only a part of the indictment; 
the net mortality charge in the industrial policy is several hundred 
dollars greater than in the ordinary policy. What becomes of this 
remainder of the grossly overswollen premium? The history of 
one of the great industrial companies may disclose in part the expla- 
nation. This company has in the past maintained a high rate of 
dividend, has at the same time for several years paid salaries to 
three of its officials aggregating $135,000, and is now distributing 
annually to its stockholders dividends of 10 per cent. upon a 
capital of $2,000,000; all but $93,000 of this is nothing but accumu- 
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lated profits—a rate of dividend equivalent to 219.78 per cent. upon 
the original investment. 

But even so, the enormity of the system cannot be fully appre- 
ciated till it is known that the number of holders of industrial 
insurance in the country is nearly twice the membership of the 
fraternal societies, three times the holders of old line policies, and 
two times the number of savings-bank depositors. 

Industrial insurance must then be ranked—whether good or ill— 
as chief in importance among all institutions for the encouragement 
of the savings habit among the poor, and as pretty nearly the sole 
institution through which the benefits of life insurance may be 
placed within the reach of those classes having the greatest need 
for it. That the poor must pay for the service a price several fold 
greater than the well-to-do is an evil calling shrilly for remedy, 
irrespective of the further fact that the well-to-do also are paying 
all too dearly for what they get. 

Is any remedy possible? 

Through the aggressive initiative of Mr. Louis D. Brandeis, 
of Boston, the Massachusetts legislature has lately attacked the 
problem. A bill was passed in June of this year, according to the 
terms of which the mutual savings banks of the state are authorized 
to undertake the business of furnishing industrial insurance. The 
measure is most ingeniously devised, and appears to lack no element 
of practicability, of safety, or of promise—if only the banks them- 
selves can be induced to accept and to carry into effect its provisions. 
Fundamental to the plan is the provision that the newly established 
insurance department of the bank shall in assets and in business be 
kept strictly separate from the savings department. The only im- 
mediate advantage to the bank thus rests solely in the increased 
opportunity for service to its constituency and in the control of an 
increased aggregate of funds. Perhaps, however, for a mutual 
bank, growth is as good a test of success as any other. 

Authority to issue insurance policies must await the establishment 
by the bank (1) of an expense guarantee fund, and (2) of a mor- 
tality guarantee fund. Each of these funds is to be obtained not by 
setting apart any share of the savings deposits, but by the sale of 
special certificates issued for the purpose. Certificate holders in 
either fund are entitled to an interest return corresponding to the 
rates earned in the savings department. But the first fund—of not 
less than $5,o00o—is first liable to make good any excess of the 
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expense of the insurance department over the expense loadings 
provided in the policies issued. The second fund of not less than 
$25,000 shall in its turn be held to make good any inadequacy in 
the mortality provision. 

Precisely here, then, if anywhere, is the point at which the plan 
is likely to meet with difficulty. As investment opportunity these 
certificates can hardly prove attractive ; the risks assumed carry with 
them no balancing prospect of gain. Will the necessary number of 
capitalist-philanthropists present themselves? 

But, as will shortly appear, no serious difficulty in this regard need 
be experienced when once the system shall have acquired momentum. 
A state insurance board is provided for; under this board are to 
serve a salaried actuary and a salaried medical director; the ser- 
vices of each of these officials are to be constantly at the disposal 
of the insuring banks; it is to be part of the actuary’s duty authori- 
tatively to prescribe policy forms, mortality provisions, and expense 
loadings. 

Each insuring bank is to be required to contribute 4 per cent. 
of its premium collections toward a central guarantee fund to be 
used to insure the separate responsibility and solvency of the insur- 
ance departments of the insuring banks. And whenever the board 
shall regard this fund as adequate and shall have obtained the con- 
currence of the state insurance commissioner and of the state bank 
examiner, it may dispense with the requirement of the above de- 
scribed separate guarantee fund for each bank, and may itself 
become guarantor of the policy risks. And whenever the central 
guarantee fund comes to exceed $100,000 and at the same time to 
exceed 5 per cent. of the aggregate of legal reserves for which the 
insuring banks are accountable, this 4 per cent. contribution from 
the banks may be reduced. Seemingly, however, no provision has 
been devised whereby the separate expense guarantee fund can 
find a substitute. The only reliance here must be upon the public- 
spirited investor. 

The insuring banks are forbidden to make house to house col- 
lections, or to write policies of over $500 upon any one life, or to 
insure non-residents of the state of Massachusetts. Whenever any 
bank shall have accumulated a surplus of over Io per cent. above the 
required legal reserve, it may distribute all insurance “profits” in 
dividends. 

On the whole, then, this Massachusetts plan appears to promise 
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a feasible solution of the problem in hand. Difficulties, however, 
are not improbable in securing the prescribed guarantee funds: in 
this respect amendments are likely to be called for. 


H. J. DAVENPORT 
Tue UNIverRsIty oF CHICAGO 


THE FAILURE OF THE TELEGRAPHERS’ STRIKE 


The defeat of the striking telegraphers is the outcome in the 
main of two significant facts—they distrusted their leaders and 
they put too much faith in the public. 

Distrust of leadership precipitated the fight at a time when the 
union was wholly unprepared to cope with its powerful antagonists. 
The walk-out against President Small’s orders gave the officers of 
the union no time to formulate a deliberate plan of action or to 
collect even a respectable strike fund. The union thus grappled 
with the strongest capitalistic interests in the country, itself un- 
directed and unarmed. 

Once out, distrust of leadership again destroyed the best hope 
of some measure of success for the workers. Under the conditions 
the union could not reasonably hope to escape entire defeat in a 
lingering fight. The strategic thing was to make a complete demon- 
stration of strength and then to seek intervention if possible. But 
all official talk of arbitration was vociferously howled down by the 
crowd and intervention by officials of the American Federation or 
of the government was rejected with scorn. The officers of the 
union were obliged to wait till the men “cooled down,” while time 
forced the union to become a pauper and demonstrated that, with 
strike-breakers and machines, the companies could get along 
indefinitely. 

Throughout the struggle the rule of the rank and file increased 
if possible the initial handicap on the union. The officers could 
spring no coup because they could not work deliberately and secretly. 
The other unions could give no efficient and persistent aid because 
there was no stable point for its application. It is a significant 
fact in this connection that while the sympathy accorded the teleg- 
raphers by the other unions of the country was all that could be 
desired, their money contributions in aid of the strikers fell much 
short of what was expected of them. 

The climax of this ruinous policy of insubordination came with 
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the deposition of President Small. He had dared to face and state 
the facts and to advise the only course which at any time after the 
first weeks of the strike had been open to the strikers. The union 
had already shown itself to be woefully undisciplined and there- 
fore inefficient ; it now advertised itself to the companies and to the 
world at large as a leaderless crowd. 

In contrast with the union the discipline shown by the officers 
and stockholders of the companies was striking and undoubtedly 
contributed most effectively to success. If the companies were not 
prepared for the fight, if they wavered in their plan of action, if 
the officers were not competent or trusted, if the stockholders were 
disgruntled at any time, no whisper of it all reached the strikers 
to comfort them. The companies faced the fight to all appearances 
prepared, unwavering, and confident, with no discord inside the 
ranks. Under such circumstances the outcome could not at any 
time be doubtful, barring the spread of the strike to other organiza- 
tions of workers or public interference. 

And what of the public? It was undoubtedly to the public that 
those who conducted the strike looked for the salvation of the 
union. They figured apparently that the public would not brook 
interruption of telegraphic service and that if they could prove 
their demands to be just, while avoiding all cause for offense, the 
public would see justice dealt out to them. The desire not to offend 
the public, therefore, dictated the conduct of the strike, so far as the 
responsible officers were concerned. This policy was doubtless the 
second main cause of the strike failure, paradoxical and deplorable 
as the fact may seem. 

In accordance with this policy of conciliation the men allowed 
the companies to secure strike-breakers and machines unhindered, 
for it was to be a strike without violence. In accordance with this 
policy also, they allowed workers engaged in operating wires 
leased by brokers and great producers and traders to sign individual 
contracts, regardless of the attitude of the telegraph companies. 
Here was a fatal mistake in policy. With these lines in operation 
the “public” most vitally and seriously concerned in maintaining 
commercial telegraphic service uninterrupted were relieved from 
the necessity of exercising pressure on the companies. The work- 
ers realized this as the strike progressed and the cry arose that the 
leased-wire men should be called out. But here again fear of 
alienating the public stood in the way. Would the public tolerate 
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this deliberate and wholesale breaking of contract, even to win the 
strike? The workers thought not. 

As to the public at large, it failed to work up heat regarding the 
sufferings of men and women supposed to be striking for $30 a 
week, and the unionists soon discovered that so long as men in 
general felt or feared no serious inconvenience to themselves little 
was to be hoped from their sympathy. And it might be asked 
pertinently what use would the sympathy of the public have been 
to the strikers in face of the companies’ determined assumption that 
they were managing their own affairs and dealing with their own 
employees? 

The telegraphers have been taking the drubbing that is likely to 
come to young and inexperienced unions made up of capable and 
self-dependent individuals. Youth and individual intelligence 
account very largely for the lack of discipline and the naive faith 
that have been the prime causes of their undoing. There has been, 
however, another and special factor which, in Chicago at least, goes 
some way to account for the fatal insubordination of the rank and 
file. This is socialistic talk and socialistic influence. While the 
leaders of the strike were impatiently waiting for the majority of 
the men to cool down, they encouraged daily mass-meetings of the 
rank and file. These meetings were socialistic opportunities. “The 
officers are your creatures; do not let them betray you; make them 
do your bidding,” harangued the orators on these occasions. And 
the crowd did it. 

The companies now hold the whip hand, but it surely is not the 
part of wisdom to multiply lashes. It seems demonstrated that 
there are not at present expert non-union telegraphers enough to 
fill the strikers’ places. The companies will therefore in the end 
re-employ the majority of the workers who went out on strike. In 
view of this fact, if they are wisely led, they will adopt a conciliatory 
policy. But even if this wisdom fails the situation is not without its 
compensations for the workers. The whole experience ought to 
teach them several things well worth knowing. They ought to 
sense the necessity, in a fight, of leadership and of individual sub- 
ordination ; they should learn that there is no such fighting entity as 
the public at large, and if, beyond this, they learn that socialism is 
not the shortest road to more bread and butter, they will not have 


fought and suffered in vain. Rosert F. Hoxie 


THe UNIVERSITY OF CHICAGO 
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SIDE-LIGHTS ON THE TELEGRAPHERS’ STRIKE 


1. The background of the strike-——The first serious trouble be- 
tween the telegraph companies and their employees occurred in 
1883 when a demand was made for higher wages and better con- 
ditions of employment. The companies refused to grant any con- 
cessions, and a general strike was declared. This strike lasted only 
about ten days and the operators were decisively beaten. The causes 
for their defeat are clearly apparent. The union was relatively 
weak, and not more than 50 per cent. of the telegraphers ever quit 
work. Moreover, the railway telegraphers were not yet organized, 
and many of them stood ready to take the strikers’ places. Follow- 
ing this strike the companies made a general reduction in wages, 
and, according to the union officials, placed the strike-leaders upon a 
black-list. From 1883 to 1902 several attempts were made to 
reorganize the operators. Organizations were launched in 1892 
and 1894, both of which failed. In 1897 the Brotherhood of Com- 
mercial Telegraphers was organized, and in 1902 the International 
Union of Commercial Telegraphers. These unions amalgamated 
in 1903 to form the present Commercial Telegraphers Union of 
America. According to the union officials, the organization has 
been strongly opposed by the companies, especially by the Western 
Union. Therefore the operators have been slow to join, for fear 
that they would lose their positions. When the strike began last 
August it is probable that not more than one-third of the eighteen 
or twenty thousand commercial telegraphers of the country were 
in the union. Nevertheless it is claimed by the union leaders that 
over 90 per cent. of all the operators, in and out of the union, 
left their keys. 

2. The inception of the strike—The recent strike began at 
Los Angeles on August 8. Its immediate cause was the discharge 
of a Los Angeles operator employed by the Western Union Tele- 
graph Company, upon the complaint of a woman operator in San 
Francisco. This woman, who had been taken into the San Francisco 
office during a strike a few weeks earlier, claimed that she had been 
insulted by the operator sending messages from Los Angeles. The 
Los Angeles operator was discharged. His fellow-workers de- 
manded his reinstatement, and when this was refused, left their 
keys. The next day the strike spread to Chicago, and within forty- 
eight hours to all parts of the country. The telegraphers of the 
Postal Telegraph Company, the Associated Press, and of several 
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minor concerns, mostly “broker offices,” quit with those employed 
by the Western Union. It should be noted that the strike was made 
general in spite of the protests of the national officers of the union. 
When the operators at Los Angeles quit work, President Small 
ordered the operators in all other cities to stay at their keys until 
they should receive further notice. His orders were absolutely dis- 
regarded. The local organizations took matters into their own 
hands, and the national officials were forced to “legalize” the strike 
in order to maintain their position at the head of the organization. 

3. Demands of the workers.—It was not until the strikers had 
been out some time that they made a clear, definite statement of 
what they wanted. This delay in making known their demands was 
not in accordance with the practices of most trade-unions. The 
demands of the operators, as finally formulated, were: 

1. A 15 per cent. increase in wages. 

2. An eight-hour day. 

3. Equal pay for women for equal work. 

4. Free typewriters. 

The third and fourth items may require a little explanation. A con- 
siderable proportion of the operators are women. It was claimed by 
the strikers that though the women frequently send just as many 
messages per day as do the men, they are seldom, if ever, given 
equal pay. The typewriter is used by practically all first-class 
operators in taking down messages, and must be furnished by the 
employee. Hence the demand for free typewriters. 

The officials of the Postal Telegraph Company state that they 
have been paying a reasonable wage, the majority of their oper- 
ators receiving from $72 to $88 per month, with extra pay for 
overtime. They declare that the women are paid as much as men 
when they do the same amount of work. And they claim that the 
hours of labor are not excessive, the shifts varying from seven and 
one-half hours to nine, according to the time of day. The officials 
of the Western Union Company refuse to make any statement upon 
these points. 

4. The character of the struggle—After a twelve weeks’ battle 
the telegraphers are returning to their keys defeated at 
every point excepting in the “broker offices.” Nevertheless, the 
fight has been stubbornly, though peaceably, contested. When the 
telegraphers quit work in August they expected to gain a sweeping 
victory in the course of a week or ten days. They were not pre- 
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pared for a long and grueling contest. Yet, though week after 
week passed by without any signs of a settlement, the strikers 
kept their ranks practically intact. The remarkable persistence and 
determination of the rank and file was forcibly demonstrated on 
October 13, when President Small, without consulting the local 
officers of the union, advised his followers to give up the struggle 
and to go back to work. A shout of disapproval and protest arose 
from coast to coast. Small was denounced as an incompetent, if 
not a traitor, and was deposed from office. The local unions voted 
almost unanimously to continue the fight. 

There are several reasons for this determined attitude of the 
strikers. In the first place, many of them still expected to win. 
They felt that the companies could not fill their places, and that, if 
they could only hold out long enough, victory was certain. There 
were others who saw little hope of victory, but who were too proud 
to admit defeat. As one of the leaders expressed the thought, “We 
are not going to return to those offices until we can walk in the front 
door.” This spirit plays a much greater role in a semi-middle class 
organization of intelligent, individualistic workers like the teleg- 
raphers than it would in many other unions. Again, there were 
some who would have been willing to return to work as individuals, 
but who refused to “scab.” Hence they resolved to stay out with the 
majority until the strike was ended. Another point which should not 
be overlooked in this connection is the fact that probably 30 per 
cent. of the operators are women. These women have been among 
the most steadfast strikers, and the men were ashamed to go back 
while the women stood firm. And finally, the strikers have been 
encouraged and supported by other trade-unionists. 

The contest has been, in a measure, a struggle between organ- 
ized labor and organized capital. The telegraphers had no funds 
in their own treasury, even at the outset. Hence they were forced 
to appeal to their fellow-unionists for support. The response, to 
be sure, was not over-generous. But, nevertheless, many unions 
made liberal contributions. The Order of Railway Telegraphers, 
for example, donated over $30,000. The companies, on the other 
hand, are controlled by unyielding officials, backed by the most 
powerful capitalistic interests in the country. President Clowry of 
the Western Union has always refused to have any dealings with the 
union, and has declared that he will run the business without 
any dictation from the employees. Among the directors of the West- 
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ern Union are such financiers as J. P. Morgan, J. J. Astor, George 
Gould, E. H. Harriman, and James Stillman. Clarence H. Mackay 
seems to be the main stockholder in the Postal Company. Barring 
public intervention, such a group of capitalists can, and probably 
will, if necessary, fight the telegraphers indefinitely. 

5. Probable results of the fight—As stated above, the strikers 
seem now to have been completely defeated. Nevertheless, this 
struggle will have many far-reaching consequences. In the first 
place, some 15,000 rather naive trade-unionists have been converted 
into a radical semi-socialistic group of workers. In Chicago, for 
example, the strikers have been addressed frequently by socialist 
speakers, and they have been reading the Daily Socialist, which 
championed their cause. As a result the Chicago telegraphers are 
pretty well saturated with socialistic doctrines. The socialists in 
other parts of the country likewise have been making the most of 
their opportunity to convert the telegraphers to socialism. 

Another important result has been the further introduction of 
the Rowland and Barclay machines by the companies. In the 
Chicago office of the Postal Company, for example, no machines 
were in use before the strike. Now two machines are employed on 
the New York and St. Louis wires, and more are likely to be intro- 
duced in the near future. Messages may be sent upon these 
machines by young women who know practically nothing of teleg- 
raphy, and at the receiving end the message comes out auto- 
matically recorded and printed. Superintendent Capen of the 
Chicago office states that the Postal Company is offering every 
encouragement to experts now at work upon the Rowland machine 
in order that it may be adapted to economical use in the smaller 
offices. In a similar way the Western Union Company is making 
every effort to perfect the Barclay machine. 

A probable third consequence of the strike will be the amalga- 
mation of the commercial telegraphers with the Order of Railway 
Telegraphers. The latter organization is much the stronger body 
(47,000 members), and the commercial telegraphers feel that they 
would do well to join with it. 

Finally, if the telegraph companies re-employ and retain in their 
service the operators who are now on strike, without making any 
concessions, it is safe to predict another general strike within five 
years. It seems needless to point out the effect of such strikes on 
the demand for government ownership. Joun C. KENNEDY 
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THE TAXATION OF DIVIDENDS 


Recent developments in the stock market are illustrating some 
propositions of very considerable theoretical interest, and of more 
than usual significance in the field of practical economics. 

It has long been recognized in the everyday business world that 
the value of any income-earning property rests not upon cost but 
upon earning power. This truth is now belatedly taking its position 
as a commonplace in theoretical discussion. It is coming to be 
recognized that cost gets into the case, if at all, only by way of affect- 
ing supply. It follows that the values of all corporate securities, rail- 
road or other, and the values of all lands or other intermediates of 
production are simply the present worth of more or less confidently 
expected future earnings. 

This principle has a very definite bearing on some problems of 
taxation. Especially is this true in the case of the common stocks 
of railway corporations. If it may be assumed, for purposes of the 
argument, that the bonds and preferred stocks of American rail- 
roads are, in most cases and on the average, sufficient in volume 
to cover the investment costs of creating the plants and establishing 
the businesses, it must follow, if the doctrine stated above is ac- 
cepted, that the common stocks carry a market value representative 
of nothing else than the present worth of the hope of excess income 
to be secured. The problem in this case then is, how can the 
machinery of taxation be made to serve in securing to the public the 
incomes accruing upon these stocks. 


Precisely this problem presented itself to Bastable in connection 
with the theory of the single tax upon land, and is, indeed, a prob- 
lem and a difficulty to which the single-tax advocates may well 
address their most serious attention; but equally obviously is it a 
problem having much more important bearings. Bastable observes: 

Weighty is the fact that with a system of private ownership and a 
developed economic organization the titles to these “unearned gains” are in 
a constant process of transfer, and future prices are estimated in the prices 
given. The anticipated future movement of rent is registered in the price of 
land. Premiums on shares measure the gains from [expected] speculation or 
monopoly. Justice could therefore be attained only by taxing such increase 
immediately on its existence being noticed, an entirely hopeless endeavor. 


But “such increase” of what? The earning power—the actually 
accruing income from the property or business? But—as is 
pointed out—these anticipated earnings were long ago capitalized 
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into market values, and have since undergone indefinite transfer. 
The difficulty is precisely parallel to that of confiscating the existing 
land values. 

But if by “such increase” is meant the increased market values 
derivative from the substance of things hoped for, and if it be 
intended that taxation should forthwith step in to appropriate these 
increases, there is the difficulty that upon this assumption these 
increases will never manifest themselves ; if the certainty exists that 
when these generous revenues shall actually accrue, the state will 
bestir itself to intercept them, market values can never rise in fore- 
shadowing and announcement of the coming event. 

There is, indeed, a curious circuity in the situation; only upon 
the assumption that these future excess revenues will never be seized 
can there now be any market value to be taxed. Still more illogi- 
cal is the attempt to tax these future excess revenues as such before 
they are collected; in such case, not only will there be no market 
values to express them, but, the tax payment being made at present 
as a cash outlay, an interest rate will have to be computed upon it— 
a reduction from the residuum of present worth attaching to the 
security after its value has been scaled down by the cancellation of 
all its “unearned-increment” hopes. 

That is to say, if taxation were adopted as a remedial device for 
the case, the very uncovering of the prospective gain through a 
present market value would involve the result that these gains could 
never come to be enjoyed. Thus market values can never disclose 
the iniquities in question excepting upon the assumption that no 
remedial action is to be undertaken. And if, contrary to the market- 
registered expectation, there is finally applied a remedy, this remedy 
must work as the sudden confiscation of market values long gener- 
ally traded in but now lodged deflated in the hands of those investors 
least shrewd of political forecast. 

If, however, doubt exist as to the future policy to be govern- 
mentally adopted, stock values become nothing more or other than 
a great game and gamble upon this issue. When faith in public 
drowsiness flourishes, or when confidence waxes in the possibility 
of controlling the intermediaries between public opinion and its legis- 
lative expression, stocks will be value-strong in the prospect of 
future high returns. When, however, turbulence of public opinion 
becomes especially marked, or some truculent executive gets espe- 
cially strenuous, there befalls a stock panic, and, if conditions are 
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favorable, direful secondary effects and reactions. And all these 
phenomena might present themselves entirely free of complication 
with tightly stretched credit conditions. 

Not only, then, is the tax impossible till the time has passed to 
move toward remedy, but the most convinced advocates of the tax 
plan impliedly give away their case by the substantial admission that 
at best the tax is in their view only a very inadequate remedy, since 
any tax levied in general proportion to market values can avail to 
cancel only a small fraction of the capitalized unearned increment. 
And, as we have seen, did the tax promise to be more than this and 
to be adequate to the problem, there would be no market values to 
be taxed. It is worth recalling in illustration of the view presented 
that four years ago Steel Common had fallen to ten dollars a share 
despite the fact that it was paying a current dividend of 4 per 
cent. 

Nothing then is possible as solution of the unearned-increment 
problem excepting to take such measures in advance as shall forbid 
either as capitalized present worth or as later collectible revenues 
the emergence of the unearned increments in question. The methods 
must be entirely anticipatory and preventive, whether by the regula- 
tion of rates, or by sliding scales of franchise charge, or even by 
the still more drastic—and possibly less effective or less practicable 
—devices of radicalism. 

H. J. DAVENPORT 
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Railway Corporations as Public Servants. By Henry S. 
Harnes. New York: Macmillan, 8vo, pp. 233. 


Mr. Haines, ex-vice-president of the “Plant System” of railroad 
and steamship lines and the author of American Railway Manage- 
ment and Restrictive Railway Legislation, again appears in print, 
discussing the privileges and responsibilities of the railways as 
public servants. Like the latter of the two books just named, the 
present volume represents the substance of a special course of lec- 
tures delivered before the Boston University School of Law during 
the past spring. 

Students of railway problems are always glad to have the oppor- 
tunity of reading the opinions of an experienced railway official, 
especially when, as in Mr. Haines’s case, there is an honest attempt 
to look at the problem from the public as well as from the railway 
point of view. It is also in favor of the present volume that it 
possesses an easy, flowing style, and is free (with but an exception 
or two) from ambiguities of expression. 

The reader will be disappointed, however, if he turns to the book 
with the expectation of finding new light thrown upon the difficult 
problem of state relationship. The arguments used are very familiar 
ones to students of economics, and it can hardly be said that the 
new setting, though interesting by reason of the personality of the 
author, has given to them any fresh emphasis. 

Some of the statements in the book are more striking than 
true. For instance, Mr. Haines assures us that there would result 
from the state ownership of railways the establishment “of a heredi- 
tary class of wealthy idlers;” unfortunately, he does not attempt to 
prove it. On the following page, we are told that state manage- 
ment keeps down the wages of the employees with the expectation 
that the traveling public will make good the deficiency by tipping 
them. The prevalence of low wages and of tipping in the privately 
owned railway system of England he apparently ignores. Such 
random statements as these necessarily lessen the effectiveness of the 
book as a piece of special pleading. 

In referring to the railroad consolidation that occurred during the 
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period 1880-90, and the consequent neutralization of competition 
and abnormally low competitive rates in certain areas, the author 
seems to regard with disapproval the lack of appreciation by “the 
people at the intervening local stations” of the relative improvement 
of their situation through the raising of the level of rates in the 
formerly competitive regions (p. 52). A few pages earlier (p. 45), 
he claims, however, that the railway companies had “outside of their 
own breastworks . . . . battled for the favor of the public, regard- 
less of profit; within their own lines, each conducted its traffic with 
a view to profit alone.” The inference that would naturally be 
drawn from this statement is, surely, that the railways had, to a 
greater or less degree, made their competitive tariffs at the expense 
of the non-competitive localities. If this were so—there is no 
question but that the shippers at non-competitive points thoroughly 
believed it, not altogether illogically, perhaps—then it is not astonish- 
ing that they felt that they were entitled to some reduction of the 
high-level local tariffs. One sometimes comes across the argument 
that the actual level of freight rates is immaterial, that it is simply 
their relativity to one another that is important. This would be the 
case if demand were inelastic but, whenever this is not so, the higher 
level of price resulting from higher transportation charges is likely 
to restrict demand, thus imposing a potential, maybe an actual, 
check upon production, in other words, upon the industry and com- 
merce of the producing and shipping community. 

Mr. Haines uses very forcible language in discussing the prompt- 
ness of the freight service of the country. But in order to give 
sufficient emphasis to his point, he ignores the real meaning of what 
he attacks as inadequate, viz., a freight-car movement of twenty-five 
miles per diem. “Let us now average,” he writes, “the speed of a 
freight train at twenty-five miles per hour, or six hundred miles per 
day, and the average mileage made by the entire freight equipment of 
our railroad system at twenty-five miles per day ; and we see that there 
is a difference of five hundred and seventy-five miles between the 
possible service that a freight car could render and the actual aver- 
age service. In other words, it is possible for a freight car to render 
twenty-four times better service than is actually the case” (p. 154). 
Mr. Haines might just as well have assumed one hundred miles per 
hour because the whole comparison has nothing more than mere 
rhetorical value. As a railroad officer, he must have known that 
an average freight-car movement of six hundred miles a day, or 
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one hundred miles a day, is not possible, and that if the railways 
succeeded in raising the average daily movement from twenty-five 
miles to forty miles per diem, it would be a most remarkable 
achievement. Further, the fallacy of comparing a transit-speed— 
and hypothetical at that—with a use-record, that is the average 
journey speed of a train in transit with the average daily mileage 
of a car covering both transit and non-transit periods, is not pardon- 
able from a man of the practical experience of Mr. Haines. The 
daily mileage of freight cars is of no practical service as an indica- 
tion of speed of freight movement, but is simply useful as a means 
of comparing, in the most general way, from period to period, the 
use made of the railway freight-car equipment. Praise is bestowed 
ungrudgingly upon the promptness of freight handling in England 
(though here the writer is careful to limit his statement to merchan- 
dise traffic), but it is only in comparatively few trains that Mr. 
Haines’s ideal standard of twenty-five miles per hour is attained, 
and then only, of course, while the train is in transit. There is a 
great deal of freight in England that moves quite slowly. On the 
other hand, it may be pointed out that out of such cities as New 
York, ‘Chicago, St. Louis, and the like, there are merchandise 
trains performing services that by no means suffer in comparison 
with the English achievements. In using England as an example 
of what could be done in freight service, it is a pity that Mr. Haines 
did not warn his future readers to bear in mind the limited area 
of the territory served by English railways, the much higher pro- 
portion of double trackage, the practical monopolization of the metals 
at night by the freight service (there being the minimum of inter- 
ference from passenger traffic), and the much lighter average train 
tonnage (at the cost though of a higher payment per ton mile by 
the shipper). That improvement in the handling of the freight 
service of this country can be and is being brought about cannot be 
questioned, but it is a mistake to set up an impracticable standard, 
based on a fallacious comparison of statistics. 

Mr. Haines’s general conclusions as to the impracticability of 
the “cost-of-service” theory as a basis of practical rate-making are 
orthodox, but it is a matter of regret that he allows to pass by 
without attacking the unwarrantable assumption that the passenger 
mile and the ton mile are in any way equivalent units of service. 

Here and there in the volume there are statements lacking in 
preciseness sufficient to be misleading. The description of the anti- 
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pass clause of the recent Railroad Rates Act is a case in point 
(p. 72); also the statement that George Stephenson substituted 
steam for horse-power (pp. 25, 26), and on p. 111 whole series of 
decimal points have been overlooked by the proofreader with the 
result that the average passenger mile rates for Germany, Russia, 
and India are converted into 96 cents, 72 cents, and 5 cents. 

Mr. Haines decries any attempt to determine the reasonableness 
of rates, but urges that the regulation of the law is wanted to regu- 
late the relative incidence of rates upon communities with and with- 
out competitive roads. The latter task is no easier than the former. 

He strongly believes in the substitution of federal supervision of 
railways for state supervision, but he is no supporter of federal 
ownership. There can be but little question that the movement of 
opinion is setting steadily in this direction, and that it will be to the 
advantage of the commerce of the country to be freed from the 
restrictions and incongruities of state control. 

It will be gathered from the above that this volume deals with a 
large number of topics in connection with railway management and 
the facilities afforded. While these are not handled in detail, they 
are presented in an attractive way that ought to stimulate the interest 
of the general reading public in the question of the efficiency of the 
American railway service under its present organization. 

Ernest R. Dewsnup 

UNIVERSITY OF ILLINOIS 


Adam Smith and Modern Sociology. By Atsion W. SMALL. 
Chicago: The University of Chicago Press. London: T. 
Fisher Unwin, 1907. Pp. ix+247. 

In his searching analysis of the life and works of Adam Smith 
Dr. Small has several objects in view. He undertakes, for instance, 
to prove that Smith’s Wealth of Nations was not merely a study of 
technical economics—a proposition which no one after reading Dr. 
Small’s book can successfully dispute. 

The author of the book has a fairly well-defined view, though not in 
detail the modern view of the general relations of human society and of 
the subordinate place occupied objectively, if not in conventional theory, by 
the economic section of activities to which the book is devoted. 


Dr. Small further contends that the classical economists made 
an unwarranted departure from Smith’s liberal programme—a point 
which, in the main, must be admitted. 
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Nearly the whole weight of the classical economists was cast into the 
balance on the side of the illusion that economic activities constitute a species 
of perpetual motion sufficient unto itself and that this sanctuary would be 
profaned if it were in any way disturbed by the other social interests. 


The classical school selected the more abstract portions of the 
Wealth of Nations, developed them, elevated them into absolute 
economic principles, and then applied them with the devotion 
of the doctrinaire; in other words, they made the mistake of 
assuming that the economic measure of things and people was 
the real and ultimate measure. As Dr. Small puts it: “Economic 
theory became consequently a system which assumed the inviolability 
of the existing institutions of property in land and capital.” 

But the further question of the precise relation of political 
economy to sociology, Dr. Small does not so satisfactorily answer. 
Shall we say, as he apparently does, that political economy is 
merely a minor and technical, though of course an important, branch 
of sociology? If so, how shall we dispose of the department of the 
distribution of wealth, a division of the subject that is shot through 
and through with moral considerations? Dr. Small would no doubt 
agree with this view, only he would add, that when such relations 
enter into economic discussion there is no line of demarkation be- 
tween sociology and economics. He would further add that as man 
cannot live by bread alone we must qualify his bread interests with 
his various other needs, all of which is most potently true and the 
critical reader will go a long way with Dr. Small. The economist 
may start resolutely with his definitions and cut out a definite field 
for himself, but he rarely remains strictly within the prescribed 
inclosure. Sooner or later he wanders into the broader domain of 
social relations. Nearly every economist is guilty of this ranging 
tendency from Malthus through Senior and Mill to Walker and 
Cairnes, and so by the way is the theologian, the physician, the 
jurist, and the military expert. The supreme interest of man is 
man. As long ago as Plato it was remarked that in our interest in 
the welfare of the state the principle of division of labor does not 
apply. We may be doctors or lawyers, farmers or ministers, by pro- 
fession, but as members of society, interested in the state, we are 
just men. 

Dr. Small in his extremely suggestive book puts the case very 
strongly, but while he clearly points out a number of trails, he does 
not follow them to the end. An adequate treatment of Adam Smith 
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would require a treatise. Even Smith’s indebtedness to the physio- 
crats who undoubtedly had sociological notions of their own is by 
no means understood, or at least adequately stated. That he assumed 
the existence of a certain natural order of society whenever he ana- 
lyzed economic conditions is no longer a matter of controversy. 

It has been said that the minister who studies his Bible, and 
that only, does not understand it. However important technical 
economics may be in some of its phases, the science, as a whole, can- 
not be restricted merely to a question of technology. The econo- 
mist may study market valuations and formulate their laws, but 
unless he takes a wider sweep he will be more likely to miss the 
point than to hit it. What kind of political economy abstracted 
from all ethical considerations could have been taught in this country 
before the Emancipation Proclamation? The inherent inconsistency 
of a slave population was made apparent even in Mill’s great work. 
A controversy over the mere classification of economics and soci- 
ology is apt to be a barren affair, and in the meantime vigorous 
workers can gain victories under either flag. There is no patriotism 
in science. There may be economists who doubt the possibility of 
framing a precise definition of sociology because it looks to the wel- 
fare of society as a whole, and not from a definite angle. It is, 
however, quite needless to enter into a discussion of this question at 
the present time, but the sociologists can best answer it by giving a 
good account of themselves. 


GARRETT DROPPERS 
Boston, Mass, 


Wage-Earners’ Budgets: A Study of Standards and Cost of Liv- 
ing in New York City. By Louise BoLtarp Moore. New 
York: Henry Holt & Co., 1907. 8vo, pp x+280. 

As Resident Fellow during the years 1903-5 at Greenwich 
House, a social settlement on the lower west side of New York 
City, the author has made a detailed neighborhood study of the 
living expenses, and social and economic condition of 200 wage- 
earners’ families. The families selected are racially and industrially 
miscellaneous in character, with incomes from $250 to $2,556 a year, 
including families of petty shop-keepers, skilled and unskilled work- 
men, and of the very poor. The information is presented, so far as 
possible, in the form of statistical tables of occupation, nativity, 
income, and expenditure. Detailed analysis of family expenditures 
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is based upon the expense accounts of fifty families severally kept 
for periods ranging from one week to one year. 

The conclusions of this investigation are in general conformity 
with the results of similar investigations, extensive and intensive, 
which have been made since the time of Engel. A mountain of sta- 
tistical evidence has been gathered by official bureaus and private 
agencies establishing the law of expenditure, that as family income 
increases the portion of it expended for food decreases, while the 
portion expended for clothing and sundries increases. This conclu- 
sion is a species of statistical mouse conceived by a mountain of 
statistical evidence. The law is sufficiently obvious to be assumed 
without elaborate statistical verification, and it is comparatively 
insignificant. 

While the present treatise deals with the apportionment of 
expenditure by working-men’s families for food, clothing, fuel, 
shelter and sundries, as affected by size of income, size of family, 
racial character, and by other conditions, its scope is by no means 
restricted to further demonstration of these simple, well-established 
principles of apportionment. On the contrary the investigation 
embraces a wide variety of interests, and is generally informational 
regarding every-day living conditions. As a contribution to our 
concrete knowledge of social conditions the present work bears the 
only test to which it need be subjected—it is accurate, specific, and 
detailed. 

Considerable work of this character has been done in different 
communities of recent years, and as further similar investigations 
seem to be generally contemplated, it is in order to ask what sort of 
conclusions may be legitimately based upon data so gathered. It 
would seem that the chief value of such evidence lies in the concrete 
presentation of the habits of living and of expenditure obtaining in 
the group investigated. Information of this sort is of great interest. 
Not infrequently, however, investigators present budgets of income 
and expenditure as indices of cost of living—as evidence that cost 
of living is high or low, that it is increasing or decreasing. An 
assumed increase in cost of living is today one chief motive under- 
lying these investigations. In so far as this motive obtains the 
method is laborious and unsuited to the end. The expenditure of a 
social group is what it earns. Increased expenditure means in- 
creased earnings, and throws no light upon cost of living. Statistical 
evidence upon cost of living must deal with a fixed standard of liv- 
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ing, not with a budgetary account of family expenditure. The course 
of prices in the market is the true index of cost of living, and price 
statistics are not most accurately recorded in account books kept 


by the wives of working-men. Joun Cummins 
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The Cause and Extent of the Recent Industrial Progress of 
Germany. By Eart DEAN Howarp. Boston: Houghton, 
Mifflin & Co., 1907. Pp. xiii+147. 

The rise of Germany to industrial pre-eminence is rightly 
regarded as one of the most remarkable transformations of the 
past century. Dr. Howard’s introductory chapters picture the Ger- 
many of barely two generations ago as still in the Middle Ages, 
industrially. Modern capitalism could find no foothold in a 
country distraught by religious and dynastic wars, dominated by a 
feudal class despising trade, and hampered by a fossilized mercan- 
tilism which repressed initiative and confined each petty state to 
its own narrow market. Startlingly in contrast is the description 
given of the Germany of today, alert, progressive, unified, essen- 
tially an Jndustrie- rather than an Agrar-Staat. Detailed statistical 
demonstration is given of the progress in each line of industry. 
Attention is drawn to the significant fact that the domestic market 
has expanded of late years much more rapidly than the foreign. 

In discussing the causes of this progress Dr. Howard has filled 
in the commonly accepted outlines and added many interesting 
observations of his own on minor points. Political and fiscal unity 
cleared the way. British success pointed the goal. Increasing 
population provided abundance of capable workmen, disciplined by 
inherited habits of arduous toil and by personal experience of mili- 
tary training, and trained by a carefully planned system of indus- 
trial education. The prevailing acceptance of status, Dr. Howard 
observes, makes the problem of manning the various posts more 
simple than in fluid, democratic America. Effort and training are 
concentrated in foreordained channels, and the result is more 
thorough preparation within a more limited range. The important 
part science has played is amply illustrated. Dr. Howard concludes 
with a sympathetic presentation of Germany’s expansion problem, 
and a summary of the points in which the United States might 
profitably follow German lead. 

The volume, which is the first of the Hart, Schaffner, and Marx 
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prize essays published, amply proves the wisdom of the plan which 
has made its appearance possible. It is a careful and discriminating 
study, and undoubtedly offers the best concise discussion of its sub- 
ject that has yet appeared. 

O. D. SKELTON 


KINnGsToNn, CANADA 


Women’s Work and Wages: A Phase of Life in an Industrial 
City. By Epwarp Capsury, M. CéciLE MaTHEson, and 
GEORGE SHANN. Chicago: The University of Chicago 
Press, 1907. 8vo, pp. 346. 


It is a pleasure to welcome this American edition of a recent and 
interesting English social study. The purpose of the book is said to 
be twofold: (1) to systematize for the benefit of the philanthropist, 
the social worker, or general reader interested in social questions, 
the work done by others in the same field; and (2) to present the 
results of an investigation into the conditions of women’s work in 
Birmingham. 

It is, therefore, to serve the first purpose that the writers have 
quoted frequently from Professor Smart’s essay on “Women’s 
Wages,” Mr. and Mrs. Sidney Webb’s Industrial Democracy, the 
volume on Women in the Printing Trades, edited by Mr. J. Ramsay 
MacDonald, and from Miss Collet’s well-known chapter on “Women’s 
Work” in Booth’s Life and Labor in London. (Why, by the way, 
should all of the opinions from this chapter be attributed to Mr. 
Charles Booth, instead of to Miss Collet? See pp. 47, 49, 129, 241, 
392.) And for the same purpose a brief history of factory legisla- 
tion is given. While all of this makes the book valuable in so far 
as it may attempt to meet a public demand for general information 
regarding the employment of women, it is with the results of the 
original investigation that the special student of the subject is 
concerned. 

In discussing this part of the book, it must be understood that 
we are not dealing with an intensive investigation of one of the 
most important women’s trades, or with a city which is of particular 
interest from the point of view of women’s work. It would hardly 
be fair, therefore, to expect such a volume as Women in the Printing 
Trades, or such a study as Miss Collet’s “Women’s Work in Leeds.” 
Birmingham has a variety of trades in which women work, and those 
which it has are controlled by a large number of owners; it is still 
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“the home of individual enterprise and the small employer.” But the 
fact that several of the less familiar industries are studied gives the 
narrative variety and the description of some of the trades, e. g., 
metal-working and jewelry, is extremely interesting. 

Special attention is given throughout the discussion to hygienic 
conditions and to the question of training or skill. To an American 
accustomed to a “democracy in dress,” it is astonishing to find that 
there are still factories in the metal-working trades “where no 
facilities for washing are provided, and the girls have to go through 
the streets looking quite black from the fine powdery dust” (p. 59). 
The chapter on “Married Women and the Home” contains some 
valuable information, but the statistical tables raise an old question 
of classification. Tables are given showing for occupied and unoc- 
cupied mothers the percentage of children who are “healthy,” “fairly 
healthy,” “weakly and delicate” (p. 221); of children “well cared 
for,” “fairly well cared for,” “uncared for and neglected” (p. 220) ; 
of children whose school attendance is “regular,” “fairly regular,” and 
“irregular and bad” (p. 221). One wonders whether the line drawn 
between “healthy” and “fairly healthy,” or between “well cared for” 
and “fairly well cared for,” or between “fairly regular” and “irregu- 
lar” was well defined enough to make a very exact statistical expres- 
sion of the results worth while. The same point might be raised 
with regard to the tables for homes (pp. 222, 223). Is there a 
sufficiently definite standard as to what constitutes a “clean, tidy, 
comfortable” working-class home to justify a percentage statement 
of the number of the total which belonged in this class? And a 
similar question might be asked about “unsteady” and “fairly steady” 
husbands (pp. 224, 225). 

On the whole, however, the book is interesting and suggestive, 
and if it has not furnished any new or valuable statistical evidence on 
the subject of the employment of women, it has succeeded where 
some of the more detailed studies have failed—in giving the public 
a thoroughly readable account of an important social problem. The 
illustrations will add to the popularity of the book; so will the 
interesting opinions which are frequently quoted from the workers 
themselves—from the women who do carding because “it’s more 
comfortable than clemming,” but take the work into the bedroom, 
“as it looks so poverty ;” and from the old ladies who keep oddment 
shops and say they manage to get on because “we trust a bit above, 
you know . . . . and what we can’t get, we do without!” 




















BOOK REVIEWS 565 


The book undoubtedly loses in unity from the fact of its having 
had three authors, but it must also gain from the very special knowl- 
edge that each of the three possessed. That this study of an English 
city will be of service on this side of the Atlantic has been so clearly 
pointed out in Miss Breckinridge’s Introductory Note to the Ameri- 
can edition that no further word on this point need be added here. 

EpitH ABBOTT 


WELLESLEY COLLEGE 
Wellesley, Mass. 


Money and Credit Instruments in Their Relation to General 
Prices. By Epwin WALTER KEMMERER. New York: 
Henry Holt & Co., 1907. 8vo, pp. xi-++160. 


We have here a defense of the quantity theory of money from 
the metaphysical school of economics. The nomenclature of the 
marginal utility theorist is applied to money and prices. “Prices 
are the values of commodities in terms of the value of the money 
unit, and not their values in terms, of the value of the standard com- 
modity as Scott and Laughlin maintain” (p. 41). So far as the 
reviewer is concerned, he does not know what is meant by “their 
values in terms of the value of the standard commodity,” and 
never maintained any such proposition. The price of wheat in gold 
expresses only the exchange relation between wheat and the stand- 
ard, and says nothing as to the exchange relation of gold to all other 
goods which is the value of the standard. In reality, Mr. Kem- 
merer wishes to call attention to the theory that the “money unit” 
has a value distinct from that of the standard. This may be arrived 
at in theoretical discussion, but one doubts if it can be arrived at 
from an inductive study of the facts. 

As to the price-making process, he follows General Walker very 
closely, except in the treatment of credit. The marginal utility 
process is applied to the exchange of money against goods, under 
a hypothesis. of Ricardian simplicity. The law of diminishing 
utility is forced into this process for completeness. Then the hold- 
ers of the money and the goods, respectively, form subjective . 
valuations of the money and the goods; these valuations vary, 
with the supply of money and of the goods; finally, economic, 
or objective prices emerge, only in exchange transactions, and 
are determined by the valuations placed by the marginal pair 
upon the commodity and the money respectively (pp. 13, 34, etc.). 
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That prices are, in fact, established in this manner would undoubt- 
edly be news to the business world. Indeed, a theory of money 
dependent on an analysis—however perfect and symmetrical in the 
theorist’s closet-—which is detached from the world we live in can 
scarcely be translated into terms intelligible to the men of affairs. 
More than that, it does not explain the facts. The price of sheet- 
ings in the wholesale market—on whose quotations retail prices 
depend—is not in the least fixed by the subjective valuations of 
consumers; nor, when a check is paid for their sale, is there any 
fine-spun subjective valuation of the check. Of course this raises 
many theoretical questions, which cannot be discussed here; suffice 
it to say that, until economics can free itself from metaphysical 
processes, it will never make serious progress. 

In discussing the value of inconvertible paper, the author insists 
that prospects for redemption can affect its value only through 
affecting its demand or supply (p. 32). Thus the facts are forced, 
Procrustean fashion, to suit the wish to confirm a general theory, 
rather than treated as a means of getting at an explanation which 
explains. On his theory, how can he explain the depreciation of 
the greenbacks immediately on receipt of the news of a great Union 
defeat in the Civil War, in a time so short that no change could 
possibly appear in the demand and supply? A study of the facts 
will not allow one to say that, with a fixed supply of greenbacks, 
their value changed only because of changes in the demand for 
them. Nor is it any reply to answer that a blow to confidence is a 
blow to demand; that only uses the word demand ambiguously to 
include everything, like prospects of redemption, which might in- 
fluence the value of the paper. Obviously, as Marshall says (note, 
p. 32) the credit of such paper can change irrespective of changes 
in its quantity. 

Not only does the book give a clear and admirable statement of 
the quantity theory, in its most modern form, but it aims to present 
in full strength the theory underlying the value of token money, 
which supports the recommendations of the Report on the Stability 
of International Exchange, prepared mainly by Professor Jenks. 
Mr. Kemmerer himself has been a resident official in the Philip- 
pines, and has written elsewhere on this subject. Attention only 
can be called to this issue here; it is too large to be treated in a 
review, and ought to receive careful examination at another time. 
The principle of monopoly is relied upon, as in the case of incon- 
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vertible paper, to explain the value of token money primarily accord- 
ing to its quantity. In this case, why is any system of redemption, 
direct or indirect, ever established for token money? If not neces- 
sary, why then try to build up support for the Indian rupee in gold 
bills of exchange, or in a general increase of gold? Why should 
France be so careful of its gold, when its silver is generally cur- 
rent? There is much mort in this matter than the author is willing 
to allow. 

On the theory of credit and prices (pp. 76 ff.) the author is 
obliged to part company with General Walker; but in his attempt 
to show that credit depends directly on money, and that prices are 
affected directly by the quantity of checks in circulation, he is in 
truth open to easy attack. If space allowed, it would be interesting 
to test his theories by the facts of the present crisis. In addition to 
the chapters on theory there is a series of statistical investigations 
in Book II which are used as inductive proof of the results of the 
theoretical book. 

The study is of the kind which is a credit to American scholar- 
ship. Its spirit is not that of a critic seeking to quibble: it makes 
clear and definite issues which invite to thinking and research. It 
is a pleasure to take up a volume which shows on every page a desire 
to discuss the subject impersonally with a purpose of arriving at the 
truth. 


J. Laurence LAUGHLIN 
Tue UNIVERSITY OF CHICAGO 


Index of Economic Material in the Documents of the States of 
the United States. By ApELAmE R. Hasse. Washington: 
The Carnegie Institution, 1907. 

This contribution to the bibliography of the field of economics, 
prepared for the department of economics and sociology of the 
Carnegie Institution of Washington by the public documents 
librarian of the New York Public Library, promises to be one of 
the most helpful publications of its kind in recent years. The pur- 
pose is “to furnish a guide to the economic material contained in the 
printed reports of administrative officers, legislative committees, 
special commissions and messages of the governors to the legisla- 
tures” of the various states, a volume being devoted to each state. 

It does not refer to constitutions, laws, legislative proceedings, or court 
decisions, except in so far as they happen to be found in the class of docu- 
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ments above mentioned. It attempts, on the other hand, to furnish a list, as 
complete as possible, of all the documents and messages which fall within 
its scope, in whatever form they may have been published, whether sepa- 
rately, in collected documents, legislative journals, or volumes of laws, and 
to indicate the volume in which they may be found..... In addition to 
furnishing a list of reports and messages, the Jndex undertakes to supply a 
reference by volume and page te all the material of economic importance 
which they contain, with the exception of that contained in the reports of 
bureaus of labor..... Although the Jndex is confined to matter of eco- 
nomic importance, the term “economic” has been given a broad interpreta- 
tion and it is believed that the Jndex will constitute a useful addition to the 
resources of students of almost any aspect of American history. 


Having thus indicated the scope and character of the work, the 
prefatory note further indicates the method and arrangement accord- 
ing to which the work is to be carried out. 


Each volume is divided into two parts. Part I contains references to 
general sources of information and descriptive matter arranged according 
to the character of the publication. Part II contains references to particular 
series of reports, and particular topics, arranged alphabetically. The refer- 
ences under each topic are divided into two groups, viz., “serial” and “non- 
serial.” Within each of these divisions the arrangement is chronological. 
.... Uniform entry words for subjects recurring in different states will 
be retained throughout the series. It will thus be possible to make a study 
not only of the historical development of an economic subject as reflected 
in the documents of an individual state but also to make a comparative 
study of that development as it has taken place in the country at large. 


Three numbers of the series have been issued: Maine, 1820— 
1904, a paper-bound octavo of ninety-five pages; New Hampshire, 
1789-1904, sixty-six pages; and Vermont, 1789-1904, seventy-one 
pages. In a work of such complexity some errors and omissions 
are inevitable, but they are relatively few and this pioneer work 
promises a high degree of usefulness. The first feeling is one of 
regret that the field covered in the Jndex is not broader, for there 
is much material of economic importance in state documents not 
covered by this series. Fortunately for the economist, he is not left 
without any guide for these documents. The reports of the state 
bureaus of labor were indexed in 1902 by the United States com- 
missioner of labor, and there is a finding list for all state documents 
(including those indexed by the present series) in R. R. Bowker’s 
State Publications of which three parts have been issued, viz., Part 
I, “New England States;” Part II, “North Central States ;’ and 
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Part III, “Western States and Territories.” Fifteen states still 
remain to be covered, but work has been begun upon their publica- 
tions, and the fourth part will probably be issued in the near future. 

All of this work is pioneer work in the vast store of state docu- 
ments and fortunately it has all been done by trained library work- 
ers who had exceptional opportunities in compiling the material. 
When these series shall have been completed the economist will have 
at hand the keys for unlocking most of the state material to which 
he desires to have access. 





L. C. MARSHALL 
Tue UNIVERSITY OF CHICAGO 


NOTICES 


Statistik der Streiks und Aussperrungen im In- und Auslande. Von Dr. 
MAXIMILIAN Meyer. Leipzig: Dunker and Humblot, 1907. 8vo, pp. 
iv+253. 

In this monograph the author has brought together for critical analysis and 
comparative study statistics of strikes and lockouts in Germany, Austria, France, 
Belgium, Italy, England, and the United States. An introductory chapter dis- 
cusses the statistical method employed in these countries in gathering and tabu- 
lating data. Following sections are devoted to a presentation in detail of the 
data for each country. A concluding chapter presents comparative tables dealing 
with the frequency, duration, cause, industrial distribution, and numbers of 
working-men involved. 


Standard of Public Morality. By ArtHurR Twininc Haptey. New York: 

The Macmillan Co., 1907. 8vo, pp. ix+158. 

Two of these five public lectures deal with the ethics of trade, and of 
corporate management. The author concludes that the ethics of trade “where 
competition really exists are sound,” and that the best price for society of com- 
modities and of labor is that which is made in the market “under open compe- 
tition.” In discussing the ethics of corporate management, the author dwells 
upon the responsibility resting upon those occupying positions of authority, and 
upon the necessity of serving the interests of the community. He is disposed to 
regard with distrust any extension of political activity into the field of private 
industrial enterprise. 


National Development, 1877-1885. By Epwin Erte Sparks. New York: 
Harper and Brothers, 1907. 8vo, pp. xiv+378. 

National Problems, 1885-1897. By Davis Rich Dewey. New York: Harper 
and Brothers, 1907. 8vo, pp. xiv+360. 
These two volumes constitute Vols. 23 and 24 of the “History of the Ameri- 

can Nation,” edited by Professor Hart of Harvard University. As the history of 
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the nation during the period covered is largely an account of industrial develop- 
ment, the economic interest is throughout predominant and intrically interwoven 
with the political issues and social conditions of the time. Problems of transpor- 
tation, currency, tariff, commerce, trust combinations and labor organizations lie 
upon the surface and give content to our political history. For the discussion of 
these issues the authors are eminently competent. It is especially fortunate 
that the treatment of the important financial issues developing during the second 
period should have been intrusted to Professor Dewey, whose previous work in 
our financial history has been exhaustive. 


Selected Readings in Economics. By CuHartes J. Buttock. Boston: Ginn 

& Co., 1907. Pp. 705. 

Professor Bullock’s book is the sixth of the admirable series published by 
Ginn & Company partly as compilations of documents and partly to serve as 
collateral readings in designated courses of social study. The present volume 
might perhaps for some instructors, serve fairly well as introductory text in 
economic study, but such is not the expectation with which it is submitted; the 
aim is “merely to present supplementary material, historical, descriptive, and 
theoretiacl, which will enrich the instruction offered.” The work is carefully, 
thoroughly, and serviceably done, and should respond to a real need, especially 
in institutions lacking adequate library facilities. 


British Colonial Policy 1754-1765. By Grorce Louis Beer. New York: The 

Macmillan Co., 1907. 8vo, pp. vii+327. 

This essay is a result of an extensive study of the old British colonial system 
and the preface leads us to infer that essays upon the earlier periods are to appear 
in due time. In the present publication, “the focus of interest is the British 
Empire, and not the rise of the American Nation.” Nevertheless, there is a 
vast amount of material for the student of American history. Questions of 
defense, and of increased efficiency of the imperial administrative system are 
stated as being the main problems involved. Around these central matters is 
grouped the discussion of plans for union in 1754, taxation of the colonies 
1754-56, the war with France with its requisition system and regulation of 
trade, and the reaction after the war. This reaction becomes a movement for 
reforms, embodying reform in the system of defense, an attempt to correct 
the evils of the administrative system, a changed attitude toward the importance 
of the North American market, an attempt to develop British interest in the 
Caribbean Sea, and a readjustment of the laws of trade to suit the altered 
conditions of vastly increased territory. The causes of the revolution are treated 
only in so far as is necessary in order to indicate the effect of British policy. 
Copious footnotes give a mass of details as well as “authority for every state- 
ment,” the study being based entirely upon source materials. The “spirit is one 
of strictest objectivity and impartiality.” 


The Working of the Railroads. By Locan G. McPuerson. New York: 
Henry Holt & Co., 1907. 8vo, pp. viiit+260. 
This series of eight lectures delivered by a practical railroad man at 
Johns Hopkins University is something more than the author claims for it, 
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i,e., a primer for the enlightenment and aid of voters and those who seek to 
enter the railroad service. The author’s first-hand knowledge enables him to 
combine a brief, clear statement of working-details with reasons and generaliza- 
tions that give the book peculiar value to the man who has not much time to 
read on this subject. While the attitude of Mr. McPherson is naturally favorable 
to the railroad, he is very fair in his treatment of mooted questions, and he 
maintains that most railway men are making strenuous efforts to perform 
their duties, and merit co-operation rather than antagonistic control from public 
authorities, 


Recent British Legislation Affecting Workingmen, Massachusetts Bureau of 
Statistics of Labor. Being Part II of the Annual Report for 1907. 
Boston: Webster and Potter Printing Co., 1907. 8vo, pp. 201. 


The Massachusetts legislature has created a committee to report at the 
coming session, among other things, on the expediency of legislation “to limit 
and define the powers of courts of equity in relation to trade disputes between 
employers and employees and to regulate proceedings in contempt therein; .... 
to provide for compensating workmen who are accidentally injured in the course 
of their employment.” This pamphlet supplies in very convenient form the 
latest information as to British experience and legislation along these lines. 
It contains the 1906 Report of the British Commission on Trade Disputes and 
Combinations, with a brief Chronological Survey of Legislation Affecting the 
Legal Status of Trade-Unions (1824-1906), and the text of the principal acts 
(1871-1906), as well as that of the Workman’s Compensation Act of 1906. 


Statistical Inquiry into the Influence of Credit upon the Level of Prices. 
By Minnie TuHrRoop Encianp. “University [of Nebraska] Studies,” Vol. 
VII, No. 1, January, 1907. 8vo, pp. 83. 


In this study the author, “assuming that, in the long run, the quantity of 
gold extant determines the general level of prices,” states that “the short-time 
violent fluctuations appear to be independent of gold supplies,” and announces 
that her “task is to determine the relation between credit and these short-time 
fluctuations.” The many statistical tables, based upon American, English, Ger- 
man, and French data, are held to prove that “the short-time fluctuations which 
form the familiar crises cycles of rising and then falling prices are due entirely 
to changes in the relation of credit to goods,” Emphasis is laid on the point 
that it is the expected or future production, rather than the existing supply of 
goods, which is the main basis for the extension of credit. Further tables 
show that before a crisis the rise of commodity prices is preceded by an expan- 
sion of the various forms of credit, the order being stock-exchange prices, 
loans, and commodity prices. After a crisis, however, the order may vary with 
varying circumstances. The inquiry is concluded by an analysis of the move- 
ment of commodity prices, with special reference to the way in which different 
classes of commodities are affected by the expansion and contraction of credit. 
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The Industrial Republic: A Study of the America of Ten Years Hence. By 
Upton Sinciarr. New York: Doubleday, Page & Co., 1907. 8vo., pp. 
xiv+284. 

The economic assumptions upon which Mr. Sinclair bases his forecast of 
industrial evolution are the conventional ones upon which the doctrine of social- 
ism is established—that the power to produce wealth is sufficient to maintain the 
whole population in opulence, provided the means of production were in the 
hands of the workers. In the Industrial Republic of the near future—our author 
fixes the date of its advent in the year following the presidential election of 1912 
—production for sale and profit will be supplanted by production for consumption 
by the producers. The shoemaker will not go unshod, nor the tailor unclad. 
There will be an immense amount of leisure and no unemployment. In proof 
whereof is noted for example, the fact that a rawhide is turned into shoes in 
twenty-four hours, and that one man can make shoes for a thousand people—no 
account being taken of the fact that the thousand consumers of shoes contribute as 
much to the support of the shoemaker as he does to theirs. As one reads the 
question rises: where is the idle machinery, and where are the idle workers, 
which being employed under a socialistic industrial republic will so greatly 
increase the production of wealth that all, working fewer hours per day, may yet 
live in opulence? The assumptions of socialists need statistical verification. 
It is disconcerting to find an author of any repute referring to our annual trade 
balance of several hundred million dollars, as though this represented an excess 
exportation of goods which must be paid for in cash. 


The Spirit of Labor. By Hutcuins Hapcoop. New York: Duffield & Co., 


1907. 8vo, pp. 410. 

Mr. Hapgood has read the “human document” literally. He has understood 
the spirit of labor and has expressed it with absolute fidelity. The “human docu- 
ment” in this instance is an active Chicago labor leader whose experiences and 
motives and habits of thought are set down in detail. The story is a revelation 
of the wage-earner’s philosophy, morality, and ethics. Several months of 
personal intimacy with the labor leaders of Chicago have enabled the author to 
uncover the complex motives underlying the “labor movement.” He finds the 
wage-earner distrusting “the present legal and judicial machinery, the present 
law, and the present morality,” and believing that there is a “morality higher 
than the morality embodied in law.” It is the author’s sympathy with this atti- 
tude of mind and with the wage-earner’s inconsistent emotionalism, that enables 
him to give such a true account of the spirit of labor. For those who would see 
the industrial world as the workingman sees it, the book is invaluable. 


The New Basis of Civilization. By Simon N. Patton. New York: The 

Macmillan Co. 8vo, pp. vii+220. 

In these lectures the author considers the vast and improving material 
resources of civilized communities at the present time, and contends that much eco- 
nomic philosophy which has been developed during periods when communities were 
less well conditioned materially is inapplicable today. Economics based upon the 
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“niggardliness of nature,” the iron law of wages, and diminishing returns to 
industry has become inadequate. “The materials for humanity’s rapid development 
are ample,” and yet that development is found to have been slow and uncertain. 
This slow development is explained as due to constricting social and physical 
inheritances, which prevent normal development of certain character qualities in 
the poor and of certain other qualities in the leisure class. The inherited institu- 
tion of the family is inadequate to prevent this degeneration, and must be supple- 
mented by the agency of larger social groups. Economic forces tend to break 
down the institution of undemocratic social classes, and to determine a new 
stratification in society based upon economic efficiency and income. The author’s 
treatment is stimulating and philosophical. His contentions are perhaps most 
open to criticism where he insists that environment rather than heredity— 
opportunities for development rather than innate capacities—determine character. 
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